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1C-8826 NOTICE OF RESCISSION OF 
RULE 3c-4 and RULE 202-1 
Effective: July 30, 1975 
1C-8827 PROPOSED RULE UNDER 


SECTION 6 (e) FOR VARIABLE 

LIFE INSURANCE (S7-554) 
Comment period extended to 
August 29, 1975. 
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FREEDOM OF INFORMATION ACT 
Release No. 12/June 19, 1975 


In the Matter of Request of 


DOW JONES & CO., INC. 
and 
KEN BACON 


DENIAL OF REQUEST 
for investigatory records relating to Phillips Petroleum 
Company 


On May 19, 1975, the Commission received the appeal of 
Dow Jones & Co., Inc., publisher of the Wa// Street Journal, 
and Mr. Ken Bacon, a reporter for the Journal, from the 
denial of a request for access to investigatory records 
compiled in the course of the Commission's investigation 

of Phillips Petroleum Company (Phillips). That investiga- 
tion has resulted in the filing of an injunctive action 

against Phillips and four individuals in which orders of 
permanent injunction by consent were obtained against 

all defendants. Securities and Exchange Commission v. 
Phillips Petroleum Corporation, et al., D.D.C., No. 75-0308. 


In essence, the Commission’s complaint filed in that action 
alleged that the defendants violated Sections 13(a) and 
14(a) of the Securities Exchange Act and certain rules 
thereunder by filing with the Commission certain reports 
and by soliciting proxies from shareholders of Phillips 

by means of proxy material which failed to disclose that 
the defendants and others had created a secret fund of 
corporate monies which was used for unlawful political 
contributions and other unlawful purposes. 


The permanent injunction entered in this case provides 
that Phillips has undertaken (1) to prepare promptly and 
file with the court and with the Commission on current 
report form 8-K a report, which will be publicly available, 
describing the investigation it has made of this matter and 
those actions taken with respect thereto, and (2) to make 
appropriate disclosure to its shareholders of the matters 
involved in the report. The company’s board of directors 
has undertaken independently to review the report and 
to take such further action as it deems necessary. 


186/SEC DOCKET 


In this appeal, our attention has been directed to the fact 
‘that the enforcement action filed against Phillips and others 
in March 1975 has been completed and that this distinguishes 
the instant case from others in which the Commission has 
withheld investigatory records. 1/ However, the critical fact 
is not that orders of permanent injunction have been entered 
against the defendants in one particular enforcement ac- 
tion, but that the Commission’s inquiry is continuing. 2/ 
While the Commission agrees with the requester’s con- —__ 
tention that complete disclosure of the nature and extent 

of the illegal use of corporate monies is in the public 
interest, it is precisely to ‘obtain such disclosure by the 
company that access to the Commission's investigatory 
records must at this time be denied. 


As the Commission stated in promulgating new rules 
following the recent amendment of the seventh exemption, 
applicable to investigatory records, ‘’[s] o long as there is a 
concrete prospect of enforcement action” to which the 
investigatory records in question would be relevant, the 
records ‘‘will all generally be considered exempt from 
disclosure.”’ 3/ Here the Commission has expressly 
reserved the right to seek such further relief as may be 
necessary or appropriate if it is not fully satisfied that 
Phillips has complied with and implemented its undertaking. 
Furthermore, the Commission's inquiry concerning the scope 
of the violations involved and the persons responsible 
therefor continues. Accordingly, there is a reasonable likeli- 
hood that disclosure of the Commission's investigatory 
records, or any portions thereof, at this time would inter- 
fere with enforcement proceedings. 4/ These investigatory 
records are, therefore, exempt from compelled disclosure. 
5 U.S.C. §552(b)(7)(A). Moreover, the Commission finds 
that in this case the foregoing considerations also con- 
stitute compelling reasons why these documents should not 
be disclosed as a matter of the Commission’s discretion 

to disclose exempt records. 


In addition, disclosure of the records at this time might tend 
to deprive the subjects of the investigation who may be 
named in further enforcement proceedings instituted by 
the Commission in this matter “of a right to a fair trial or 
an impartial adjudication,” and could “‘constitute an 
invasion of [the] personal privacy” of persons who were 
investigated but were not named in the Commission's 
enforcement action. See 5 U.S.C. §552(b)(5). 


Accordingly, 1T 1S ORDERED that the request of Dow 
Jones & Co., Inc. and Ken Bacon for access to the investi- 
gatory records relating to Phillips Petroleum Company be, 
and it hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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© 1/ See, e.g. /n the Matter of Request of |. Walton Bader, 
“OIA Release No. 1, 6 SEC Docket 541 (April 3, 1975); 
cf, In the Matter of Request of Jung Ja Malandris, 
FOIA Release No. 8, 7 SEC Docket 58 (May 29, 1975). 


2/ See, In the Matter of Request of Project on Corporate 
Responsibility, FOIA Release No. 7, 6 SEC Docket 828 
(May 8, 1975), where the Commission, denying a request 
for investigatory records relating to Gulf Oil Corporation, 
cited the similar undertaking by Gulf to investigate, report, 
and take appropriate remedial action. 


3/ Securities Act Release No. 5571, 6 SEC Docket 286 
(February 21, 1975). 


4/ Among other things, disclosure of the information 
contained in the Commission’s investigatory records prior 
to the filing of the company’s report, presently expected 
in August 1975, would reveal the extent of the Com- 
mission’s present knowledge and the focus of its investi- 
gation, thereby depriving the Commission of its principal 
means of evaluating the completeness and accuracy of the 
report without further investigation. Furthermore, the 
disclosures to be made in the report could well be the 
basis for additional investigation by the Commission and 
further enforcement action. It was for considerations 
such as these that the premature disclosure of the contents 
of investigatory files was a principal focus when the 
: FOIA was initially enacted and continued to be of 
concern when the Act was recently amended. See, 120 
Cong. Rec. S 9330, 9337 (May 30, 1974) (Sen. Hart); 
120 Cong. Rec. S 19812 (Nov. 21, 1974) (Sen. Hart). 





FREEDOM OF INFORMATION ACT 
Release No. 13/June 19, 1975 


In the Matter of Request of 
BYRON E. CALAME 


ORDER GRANTING REQUEST 
for access to preliminary proxy material filed by Gulf 
Oil Corporation and related correspondence 


On May 22, 1975 the Commission received the appeal of 
Byron E. Calame, Bureau Manager for the Wa// Street 
Journal in Pittsburgh, Pennsylvania, from the denial of his 
request for access to preliminary proxy material filed by 
Gulf Oil Corporation (Gulf) prior to their 1974 and 1975 
annual shareholder meetings and any correspondence 
relating thereto. 


The Commission’s Rule 14a-6(e) under the Securities 
Exchange Act of 1934, 17 CFR 240.14a-6(e), presently 
provides that preliminary proxy material ‘shall be for the 











information of the Commission only and shall not be 
deemed available for public inspection . . .” In light of 

the recent amendments to the FOIA and their legislative 
history, however, the Commission is now of the view that 
preliminary proxy material generally does not contain 
matters which are exempt from disclosure. Since the Com- 
mission may not interpret its rules contrary to the require- 
ments of the Freedom of Information Act, Rule 14a-6(e) 
must be interpreted as permitting confidential treatment 
only to the extent the records are exempt under the FOIA. 
Examination of the material here at issue reveals that no 
portion of it can be considered exempt by virture of the 
fourth exemption 1/ or any other exemptive provision. 
Therefore, the Commission has determined to disclose 
this material to Mr. Calame pursuant to his request. 


Because the Commission Rule applicable at the time Gulf 
filed its preliminary proxy material purportedly provided 
for confidential treatment of such material, this material 
will not be made available until ten days after Gulf is 
notified of the Commission’s intention to so do and a 
copy of this Release is furnished to the company, which 
shall be done forthwith. 2/ 


Accordingly, iT 1S ORDERED that the request of Byron E. 
Calame for access to certain records described herein be, 
and it hereby is, granted. 


For the Commission. 


Goerge A. Fitzsimmons 
Secretary 


1/ The fourth exemption protects against the compelled 
disclosure of “trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential.” 5 U.S.C. §552(b)(4). 


2/ The FOIA requires that a requester be notified of the 
determination with respect to his appeal within 20 working 
days, 5 U.S.C. §552(a)(6)(A) (ii), and that the records be 
made “promptly available” after a decision is made to 
produce them, 5 U.S.C. §552(a)(3). The Commission 
believes that in the present circumstances a ten-day delay 

is warranted and justified. 
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SECURITIES ACT OF 1933 
Release No. 5591/June 16, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8824/June 16, 1975 
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ADOPTION OF AMENDMENT TO RULE 134 RELATING 
TO INVESTMENT COMPANY ADVERTISING 


On November 4, 1974, the Commission announced the 
adoption of amendments to Rule 134 under the Securities 
Act of 1933 (‘‘Act’’) to permit more interesting and 
informative investment company advertising. 1/ Those 
amendments expanded the scope of material permitted 

in Rule 134 Communications by adding six new informa- 
tional categories (‘‘the enumerated items”). Since that 
time, it has come to the Commission’s attention that the 
application of the amended rule, among other things, may 
unnecessarily discriminate between issuers which take the 
form of unit investment trusts or which do not make a 
continuous offering. The legend requirement of the 
present rule may also discourage the use of small 
advertisements. 


Accordingly, on February 6, 1975, the Commission 
published for comment a proposal 2/ further to amend 
Rule 134 to: 

(1) permit all investment companies issuing re- 
deemable securities and making a continuous 
offering to take advantage of the enumerated 
items in the Rule; 


(2) shorten the required legend and permit more 
flexibility with respect to type size and style; 
and 

(3) permit pictorial illustrations that could be 


contained in the prospectus. 


At the same time, the Commission also published for 
comment a further amendment to Rule 134 which would 
permit descriptive material relating to economic con- 
ditions or to retirement plans or other goals to which an 
investment in a fund could be directed to be included in 
Rule 134 Communications so long as such material does 
not directly or indirectly relate to past performance or 
imply achievement of investment objectives. 
The amendments which the Commission is adopting today! 
(1) eliminate the requirements that only investment 
companies which are organized as open-end 
management companies and make a continuous 
offering may take advantage of the itemized 
portions of the Rule; 
(2) modify the legend and type size requirements and 
clarify their applicability to radio and tele- 
vision advertising; 
(3) permit certain descriptive material to be included 
in Rule 134 Communications; and 
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(4) 


permit pictorial illustrations which are appropriate 
for inclusion in the company’s prospectus and 

do not include performance figures to be included 
in Rule 134 Communications. 


The Commission is also publishing a staff interpretative 
letter which takes the position that any investment company 
may briefly state its investment objectives in a Rule 134 
Communication without including a legend. However, to 
the extent that such an advertisement broadens into more 
than a simple announcement and contains a discussion of 
the company’ objectives it would fall under item (i) of 

the enumerated items, and the legend would be required. 


These amendments are adopted pursuant to Sections 
2(10)(b) and 19(a) of the Act. 3/ They are the fourth ina 
series of Commission efforts designed to allow a wider 
degree of advertising by investment companies which issue 
redeemable securities. 4/ These steps reflect the fact that 
the distribution of such investment company securities 
differs in many ways from the underwriting of other 
securities and that investment companies are subject to 
comprehensive regulation under the Investment Company 
Act of 1940. The adoption of these amendments is not 
intended, and should not be construed, to indicate any 
change in the Commission's views with respect to general 
publicity concerning other offerings subject to the registra- 
tion requirements of the Securities Act of 1933. 


Amended Rule 134 as Revised 
1. Open-end and Continuous Offering Requirements 


As proposed, amended Rule 134(a)(3)(c) would have per- 
mitted an “investment company issuing redeemable 
securities . .. and whose securities are the subject of a 
continuous offering . . ."” to take advantage of the 
enumerated items of the rule. The proposed amendment 
would delete the word “open-end” in order to prevent 
unintended discrimination against variable annuities and 
other issuers organized as unit investment trusts. 
Experience has shown that the “continuous offering” 
requirement, like the “open-end” requirement, may 
discriminate unnecessarily between unit investment trusts 
and other investment companies which issue redeemable 
securities. 


The essential distinction which the Commission wished to 
make is satisfied by limiting those companies which may 
take advantage of the enumerated items to investment 
companies issuing redeemable securities pursuant to an 
effective registration statement. Therefore, the phrase 

“an investment company issuing redeemable securities” 

has been substituted for “an open-end investment company”, 
and the “continuous offering” requirement between issuers 
generally and investment companies has also been omitted. 
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2. The Legend 


® The 1974 amendments required that a legend in 12 point 


boldface type focusing attention on the prospectus be 
included in investment company advertisements containing 
any of the material permitted by new clauses (i)-(vi) of 
paragraph (a)(3)(C) of the Rule. The amendments 

adopted today (1) substitute a relative type size require- 
ment for the 12 point boldface provision, (2) shorten and 
consolidate the two legends for printed advertisements 

into one which should be adaptable to all situations and 

(3) clarify the legend’s applicability to radio and tele- 

vision advertising. 


3. Descriptive Material 


New item (vii) will permit a discussion of “‘descriptive 
material relating to economic conditions or to retirement 
plans or other goals to which an investment in the company 
could be directed, but not directly or indirectly relating 

to past performance or implying achievement of invest- 
ment objectives.” 


The specific examples contained in new subparagraph 

(vii) are added by way of illustration, not limitation. 
Thus, subparagraph (vii) should be read broadly to permit 
material similar to that permitted by Rule 135A under 
the Act, the “generic or institutional” advertising 

tule. 5/ 


4. Pictorial Illustrations 


The 1974 amendments permitted Rule 134 Communica- 
tions to include “‘any pictorial illustration contained in 

the company’s prospectus and not involving performance 
figures’. Since that time, the staff has taken the 

position that pictorial illustrations that could be contained 
in an effective prospectus may be included in advertise- 
ments which otherwise qualify under Rule 134(a)(3)(C). 
The Commission has now amended item (vi) of the rule 

to conform to this view. As revised, it permits any pictorial 
illustration which is appropriate for inclusion in the 
company’s prospectus and does not involve performance 
figures to be included in a Rule 134 Communication. 


5. Staff Interpretation 


The Commission has also published a staff interpretative 
letter to the National Association of Securities Dealers, 

Inc. (“NASD”) (June 16, 1975) clarifying the distinction 
between the first portion of subdivision (C) of subparagraph 
(a) which permits any registered investment company to 
include in its advertisement 


4 


‘... whether in the selection of investments emphasis is 
placed upon income or growth characteristics.” 


and the second portion of this subdivision, item (i) 
of the enumerated items which permits 


‘a description of such company’s investment objectives.’ 


The latter provision is limited to companies issuing re- 
deemable securities and requires the addition of the legend. 


The language in the first portion of the subdivision would 
permit all investment companies to briefly state their 
investment objectives. This represents no change in the long 
standing view that any investment company, including a 
closed-end company, may include its fundamental invest- 
ment objectives in a Rule 134 Communication. However, to 
the extent that such an advertisement broadens into more 
than a simple announcement and contains a discussion of 
the company’s objectives it would fall under item (i) of 

the enumerated items. The staff letter recognizes that ‘to 
some extent this interpretation may have the effect of 
requiring investment companies issuing redeemable 
securities to include a legend in advertisements which have 
previously been published without a legend and may also 
prevent closed-end and other investment companies from 
including more than a brief statement or announcement of 
their investment objectives in Rule 134 Communications.” 


COMMISSION ACTION 


1. The text of subdivision (C) of subparagraph (3) of 
paragraph (a) of Rule 134 is hereby amended to read as 
follows (deleted language lined out, added language under- 
lined, bracketed portions denote optional material): 

(C) In the case of an investment company registered 
under the Investment Company Act of 1940, the 
company’s classification and subclassification un- 
der the Act, whether it is a balanced, specialized, 
bond, preferred stock or common stock fund and 
whether in the selection of investments emphasis 
is placed upon income or growth characteristics, 
and a general description of an investment com- 
pany including its general attributes, methods of 
operation and services offered provided that such 
description is not inconsistent with the operation 
of the particular investment company for which 
more specific information is being given, identifi- 
cation of the company’s investment adviser, any 
logo, corporate symbol or trademark of the com- 
pany or its investment adviser and any graphic de- 
sign or device or an attention-getting headline, not 
involving performance figures, designed to direct 
the reader’s attention to textual material included 
in the communication pursuant to other provisions 
of this rule; and, with respect to an epen-end invest- 
ment company issuing redeemable securities whose 
registration statement under this Act is effective 
and-whese securities -are the subject of 2 cont+u)8us 
offering pursuant-te stieh registration-statement, (i) 
a description of such company’s investment objec- 
tives and policies, services, and method of opera- 
tion; (ii) identification of the company’s principal 
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officers; (iii) the year of incorporation or 
organization or period of existence of the com- 
pany, its investment adviser, or both; (iv) the 
company’s aggregate net asset value as of the 
most recent practicable date; (v) the aggregate 

net asset value as of the most recent practicable 
date of all registered investment companies 

under the management of the company’s invest- 
ment adviser; ane (vi) any pictorial illustration 
eontained which is appropriate for inclusion in the 
company’s prospectus and not involving per- 
formance figures; and (vii) descriptive material 
relating to economic conditions, or to retirement 
plans or other goals to which an investment in tre 
company could be directed, but not directly 

or indirectly relating to past performance or 
implying achievement of investment objectives; 
Provided that, (1) if any printed material per- 
mitted by clauses (i) through {vi} (vii) is included, 
such communication shall also contain either-+4+} 
the following legend in-+2-peimt-beld-face type- 
set in a size type at least as large as, and of a 

style different from, but at least as prominent 

as, that used in the major portion of the advertise- 
ment: 









































‘Fer mere complete information about {Name 

ef GCompany};-inehiding-sales-charges,- mranagement- 
fees;-and-other-expenses; see our -prospectus. 
it-s-important-te-read-the-prespeetus carefully 
befere-you-deeide-te invest-A-copy-of-the- 
prespectus-may-be-obtained-from your -seeuttties- 
dealer-or-by -weiting-to-{Distributer's-Adedress}. 
Send-ne-meney-" 


“For more complete information about (Name 

of Company) including charges and expenses [get] 
[obtain] [send for] a prospectus [from (Name and 
Address] [by sending this coupon] . Read it care- 
fully before you invest or [pay] [forward funds] 
[send money] ’’. 




















er-+2)-acoupern whiech-the reader may-mait-te- 
receive-a prospectts;-with-the-folHowing legend 
in-+2-peint beldface-type: 


“Fer-morecomplete-infermation about -(Name- 

of Gompany};-inehidiag-sales-eharges,- management 
fees-and-other-expenses; matt this-coupon -arnd we 
witlsend-you-our-prospectus--t4s-+mportant 

te +ead-the-prespecius carefully before you-deeide 
te- invest. Send-ne-meney~-;- 


except that investment companies whieh do AGt 
eharge-a-sales lead-may-omit-the-words,--“sales 
charges,-’-frem-boeth tegernds. 


or, (2) if any material permitted by clauses (i) 
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through (vii) is used in a radio or television 
advertisement, such communication shall also 
contain the following legend given emphasis 
equal to that used in the major portion of the 
advertisement. 














“For more complete information about (Name 

of Company) including charges and expenses [get] 
[obtain] [send for] a prospectus [from (Name and 
Address] . Read it carefully before you invest or 
[pay]. [forward funds] [send money] ”’. 

















For purposes of clause (ii) of this subdivision (C), 
“principal officers’ means the president, secretary, 
treasurer, any vice-president in charge of a princi- 
pal business function and any other person who 
performs similar policy making functions for the 
company on a regular basis. 


In the case of two or more registered investment 
companies having the same investment adviser 

or principal underwriter, the same information 
described in this subdivision (C) may be included 
as to each such company in a joint communication 
on the same basis as it is permitted in communica- 
tions dealing with individual companies under this 
subdivision (C): 


By the Commission. 


George A. Fitzsimmons 


Secretary 


1/ Securities Act Rel. No. 5536, Investment Company Act 
Rel. No. 8568, (Nov. 4, 1974). 


2/ Securities Act Rel. No. 5566, Investment Company Act 
Rel. No. 8662, (Feb. 6, 1975). 


3/ Section 2(10) defines “‘prospectus” as, ““any prospectus, 
notice, circular, advertisement, letter or communication, 
written or by radio or television, which offers any security 
for sale or confirms the sale of any security, except that... 
(b) a notice, circular, advertisement, letter or com- 
munication in respect of a security shall not be 
deemed to be a prospectus if it states from whom a 
written prospectus meeting the requirements of Sec- 
tion 10 may be obtained and, in addition, does no 
more than identify the security, state the price there- 
of, state by whom orders will be executed, and con- 
tain such other information as the Commission, by 
rules or regulations deemed necessary or appropriate 
in the public interest and for the protection of in- 
vestors, and subject to such terms and conditions as 
may be prescribed therein, may permit.” (Emphasis 
added) 
Section 19(a) gives the Commission authority, among other 
things, to make such rules and regulations as may be neces- 
sary to carry out the provisions of the Act. 
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4/ Rule 134 adopted in 1955 (Securities Act Rel. No. 3568), 
was amended in 1972 to permit a general description of an 
investment company (Securities Act Rel. No. 5248). At the 
same time the Commission adopted Rule 135A expanding in- 
vestment company generic advertising and Rule 434(a) to 
permit investment companies to use a summary prospectus 
(Securities Act Rel. No. 5248). In 1974, Rule 134 was ex- 
panded to permit open-end investment companies engaged 
in acontinuous offering pursuant to an effective registra- 
tion statement to include six enumerated items relating to 
the operation of the fund (Securities Act Rel. No. 5536). 
The amendments adopted today further expand both the 
scope of material that may be included in Rule 134 Com- 
munications and the class of investment companies that may 
take advantage of the enumerated items under the rule. 


5/ Although the material permitted by the two rules may 
be similar, a Rule 134 Communication may name the 
specific investment company whereas an advertisement 
pursuant to Rule 135A may name only the principal 
underwriter. 





SECURITIES ACT OF 1933 
Release No. 5592/June 17, 1975 


See Securities Exchange Act Release No. 11481/June 
17, 1975. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11471/June 13, 1975 

Admin. Proc. File No. 3-3935 

In the Matter of 


PAUL W. JONES & CO., INC. 
718 Kearns Building 

Salt Lake City, Utah 
(8-15546) 


PAUL W. JONES 

R. A. KIMSEY & ASSOCIATES, INC. 
610 East South Temple 

Salt Lake City, Utah 

(8-16714) 

R. A. KIMSEY 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Paul W. Jones & Co., Inc., a registered 
broker-deaier, Paul W. Jones, its president, R. A. Kimsey 
& Associates, Inc., a registered broker-dealer, and R. A. 
Kimsey, its president, have submitted offers of settlement 
which the Commission has determined to accept. Solely 
for the purpose of these or any other proceedings pursuant 
to certain provisions of the securities acts, and without 
admitting or denying the allegations in the order for 
proceedings, respondents consent to the imposition of 
specified sanctions. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 


1. During the period from about January 1971 to February 
1972, respondents willfully violated Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in that they 
artificially influenced the market price of and created the 
misleading appearance of an active market for the common 
stock of New Era Industries, Inc. Respondents’ transactions 
in that stock involved no change in beneficial interest. They 
also entered purchase and sale orders for it with the 
knowledge that substantially offsetting sale and purchase 
orders had been or were to be entered. 


2. During the same period, R. A. Kimsey & Associates, Inc. 
and Kimsey willfully violated Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder by doing the same 
thing with the common stock of Western Oil Development 
Company. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the broker-dealer regis- 
tration of Paul W. Jones & Co., Inc. and R. A. Kimsey & 
Associates, Inc. be, and they hereby are revoked; and it is 
further 


ORDERED that Paul W. Jones be, and he hereby is, sus- 
pended from being associated with a broker-dealer in 
securities for 30 days; and it is further 


ORDERED that R. A. Kimsey be, and he hereby is, 
censured. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


Goerge A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11471/June 13, 1975 


NOTICE OF COMMISSION ACTION DECLARING EFFEC- 
TIVE AN AMENDMENT TO THE CONSOLIDATED 
TAPE PLAN 
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The Securities and Exchange Commission announced that 
it has sent to the sponsors of the joint industry plan filed 
pursuant to Rule 17a-15 under the Securities Exchange Act 
of 1934 (the ‘‘Act’’) and declared effective as of May 17, 
1974, a letter declaring an amendment to the plan effective 
as of June 16, 1975. The amendment describes the rules 
developed by the National Association of Securities 
Dealers, Inc. to govern the reporting of transactions in 
eligible securities by its members for inclusion in Network 
A of the consolidated transaction reporting system sched- 
uled to commence June 16, 1975. The Commission de- 
clared those rules effective summarily, pursuant to Section 
19(b)(3)(B) of the Act, on June 11, 1975, effective 

June 16, 1975. (See Securities Exchange Act Release No. 
11461 (June 11, 1975)). The amendment was required to 
be filed under the plan by Section VII(b) thereof. 


The text of the letter follows: 


American Stock Exchange, Inc. 

Midwest Stock Exchange, Inc. 

National Association of Securities Dealers, Inc. 
New York Stock Exchange, Inc. 

Pacific Stock Exchange, Inc. 

PBW Stock Exchange, Inc. 


Dear Sirs: 


This is in response to the filing by you with the Commis- 
sion of an amendment to the joint industry plan, (the 
“Plan’’) filed pursuant to Rule 17a-15 under the 
Securities Exchange Act of 1934 (the “Act’’) and declared 
effective by the Commission as of May 17, 1974, de- 
scribing the rules developed by the National Association 
of Securities Dealers, Inc. (“NASD”) to govern the 
reporting of transactions in eligible securities by its 
members for inclusion in Network A of the consolidated 
transaction reporting system (the “‘consolidated system”), 
scheduled to commence June 16, 1975. The NASD 
reporting rules, which were ordered effective summarily 
by the Commission June 11, 1975, effective June 16, 1975, 
until such time as the Commission either approves the 
NASD rules or institutes proceedings to determine 
whether such rules should be disapproved, 1/ are 
substantially identical to the rules and procedures in 
effect for the pilot phase of the consolidated system. 


It appears to the Commission that it is necessary for the 
protection of investors and the maintenance of fair and 
orderly markets in eligible securities that rules governing 
the reporting of transactions in such securities by NASD 
members should be in effect at the time Network A 
reporting commences; therefore, the Commission hereby 
declares the amendment to the Plan effective as of June 
16, 1975, subject to receipt by the Commission and 

the Consolidated Tape Association of copies of the 
amendment executed by each of the plan participants, 
with such effectiveness to continue until such time as the 
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Commission, pursuant to Section 19(b)(2) of the Act, either 
approves the NASD reporting rules or institutes proceedings | 
to determine whether such rules should be disapproved. 


By the Commission. 
Sincerely yours, 


George A. Fitzsimmons 
Secretary 


1/Securities Exchange Act Release No. 11461 (June 11, 
1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11473/June 13, 1975 


An order has been issued granting the application of the 
Midwest Stock Exchange, Inc. for unlisted trading privileges 
in the common stock of Jos. Schlitz Brewing Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11474/June 16, 1975 


AMENDMENT OF RULES DELEGATING FUNCTIONS 
TO THE DIRECTOR OF THE DIVISION OF MARKET 
REGULATION 


The Commission today announced the amendment, which 
is effective immediately, of Article 30-3, 17 CFR 200.30-3, 
of the Commission’s Statement of Organization; Conduct 
and Ethics; and Information and Requests, 17 CFR 200. 
Article 30-3 delegates, pursuant to Public Law 87-592, 

76 Stat. 394 [15 U.S.C. 78d-1, 78d-2] , certain authority to 
the Director of the Division of Market Regulation. 


Rule 17a-20 and related Form X-17A-20 were adopted as 
part of the Commission’s monitoring of competitive 
commission rates. Among other things, Rule 17a-20 
requires notification of an intention to resign a membership 
interest in a national securities exchange and periodic 
reporting to the Commission of revenues and expenses 

and related financial and other information by brokers 

and dealers whose revenues exceed certain amounts. Section 
(c) of the rule provides that the Commission, on written 
request of a national securities exchange, registered 
national securities association, broker or dealer, or on its 
own motion, may grant an extension of time or an exemp- 
tion, either unconditionally or on specified terms or condi- 
tions, from any of the requirements of Rule 17a-20 or 
Form X-17A-20. 


The text of the amendment, which is designated Section 
(a)(12) of Article 30-3, reads as follows: 






all 


: 
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aic 





a 
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(12) Pursuant to Rule 17a-20(c), 17 CFR 
240.17a-20(c), to grant extensions of time 

and exemptions from any of the requirements 
of Rule 17a-20, 17 CFR 240.17a-20, dr Form 
X-17A-20, 17 CFR 249.636, either uncon- 
ditionally or on specified terms and conditions. 


The Commission finds that the foregoing amendment in- 
volves matters of agency organization, procedure or 
practice and that notice or procedures under the Admini- 
strative Procedure Act ( 5 U.S.C. 553) are not required 
pursuant to 5 U.S.C. 553(b)(3)(A). The Commission also 
finds that the amendment is not a substantive rule within 
the meaning of 5 U.S.C. 553(d) and is, therefore, effective 
immediately. 


By the Commission 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11475/June 16, 1975 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 against Mississippi Valley Invest- 
ment Company (““MVIC”’), a St. Louis, Missouri broker- 
dealer, Joseph S. Capkovic, Ranford Douglas Dunlap and 
Arthur L. Menshouse, general partners of that firm, and 
Ronald G. Ries, a former registered representative of 
MVIC. 


These proceedings are based on allegations by the Com- 
mission’s staff that respondents MVIC and Ries engaged in 
acourse of fraudulent conduct by effecting securities 
transactions in the accounts of certain customers without 
the knowledge or authorization of the customers and that 
these transactions were excessive in size and frequency. 

The order for proceedings further alleges that Ries violated 
the antifraud provisions of the federal securities laws by 
converting to his personal use the proceeds of checks drawn 
payable to customers by MVIC by forging thereon such 
customers’ endorsements and by inducing certain customers 
of MVIC to draw checks payable to him personally or 

doing business as Ronald G. Ries & Company, ostensibly 
for the purchase of securities. 


In addition, the order alleges that MVIC wilfully violated 
and respondents Capkovic, Dunlap and Menshouse wilfully 
aided and abetted violations of the provisions of the 
Securities Exchange Act of 1934 and the rules adopted 
thereunder relating to financial responsibility, periodic 
reporting and maintenance of books and records. 


A hearing will be scheduled by further order to take 


evidence on the staff's allegations and to afford the 
respondents an opportunity to offer any defenses thereto, 
and for the purpose of determining whether the allegations 
are true and, if so, whether any action of a remedial 

nature is necessary or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11476/June 16, 1975 
Admin. Proc. File No. 3-4079 


In the Matter of the Application of 


THOMAS E. JACKSON 
3835 North 32nd Street 
Phoenix, Arizona 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING 
REVIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - 
REVIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Scheme to Defraud 


Where registered representative of member of registered 
securities association forged signatures on applications 
for insurance in order to obtain commissions to which 
he was not entitled, association's findings that such 
conduct violated its rules of fair practice affirmed, and 
sanctions sustained. 


Jurisdiction 


Registered securities association has authority to 
discipline registered representative of a member for 
misconduct which violates association’s rules even though 
misconduct does not arise from securities activities. 


APPEARANCES: 
Thomas E. Jackson, pro se. 


John F. Mylod, Jr. and Andrew McR. Barnes, for the Na- 
tional Association of Securities Dealers, Inc. 


Thomas E. Jackson, who was a registered representative 

of Modern America Securities Corporation, a member of the 
National Association of Securities Dealers, Inc. (““NASD”), 
appeals from disciplinary action taken against him by the 
NASD. The NASD found that Jackson forged the signatures 
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on at least three applications for insurance in order to 
obtain commissions to which he was not entitled. 1/ 


The record fully supports, and we affirm, the NASD’s 
findings of misconduct. Jackson was hired by Modern 
America in October 1969 to sell mutual funds and in- 
surance on a monthly payment basis. In May 1970, the 
firm changed its commission payment schedule to allow 
salesmen to receive their full year’s commission on an 
insurance policy in advance. Shortly thereafter, the firm’s 
suspicions were aroused when Jackson submitted a 
number of insurance applications accompanied by his 
personal check for the first month’s permium. An investi- 
gation was made by the firm which disclosed that, in at 
least three instances, the persons who were purportedly 
applying for insurance had neither told Jackson that 
they wanted the insurance nor signed the application. 

As a result of the investigation, Jackson was fired. 


Jackson argues that the NASD cannot discipline him since 
it has no jurisdiction over misconduct unrelated to 
securities. We disagree. The 1938 Maloney Act (“‘Act’’) 
amendment to the Securities Exchange Act, which 
provided for the voluntary registration of self-regulatory 
associations of securities dealers, sought to eliminate 
abuses in the over-the-counter markets by setting up a 
system of cooperative regulation. 2/ The Act provides 

that no association may become registered unless it appears 
to this Commission that — 


“The rules of the association are designed to prevent 
fraudulent and manipulative acts and practices, to 
promote just and equitable principles of trade, 
. . and, in general, to protect investors and the public 
interest... .” 
The NASD, the only association that has ever registered 
under the Act, did adopt such rules. Section 1 of Article 
Ill of the NASD’s Rules of Fair Practice, which Jackson 
is charged with having violated, is one of them. That section 
requires adherence to “high standards of commercial 
honor and just and equitable principles of trade.” 
Jackson's conduct obviously did not meet that standard. And 
we see no reason why the NASD should be precluded from 
carrying out its mandate to protect its members and their 
customers against a repetition of the kind of conduct in 
which Jackson engaged. Although Jackson’s wrongdoing in 
this instance did not involve securities, the NASD could 
justifiably conclude that on another occasion it might. 


The NASD censured Jackson and barred him from associa- 
tion with any NASD member. Jackson argues that these 
sanctions are too severe. He points out that the firm 
issued no policies on the forged applications and lost 

no money. We consider the sanctions imposed by the 
NASD fully warranted. The fact that Jackson’s fraudulent 
scheme was unsuccessful is hardly a mitigative factor. 


Accordingly, 1T !S ORDERED that these proceedings 


194/SEC DOCKET 


for review be, and they hereby are, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ The NASD also found that Jackson induced one person 
to apply for insurance through misrepresentation. However, 
Jackson was not charged with any such misconduct. 


2/ See S. Rep. No. 1455, 75th Cong., 3d Sess. (1938); 
H.R. Rep. No. 2307, 75th Cong., 3d Sess. (1938). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11477/June 16, 1975 


Admin. Proc. File No. 3-3803 
In the Matter of the Application of 


G. FREDERIC HELBIG & CO., INC. 
Hudson, New York 

and 

G. FREDERIC HELBIG 

Ghent, New York 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING 
REVIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Failure of Supervision 
Failure to Register Principal 


Where member of registered securities association and its 
president failed to supervise vice president who engaged 
in a wide variety of fraudulent practices for more than 

a year and a half, and permitted vice president to act in 
a managerial capacity for over two years although he 
never passed the association’s qualification examination 
for principals, association’s findings that such conduct 
violated its rules of fair practice affirmed, and sanctions 
sustained. 


APPEARANCES: 


~ 














~y 











G. Frederic Helbig, for G. Frederic Helbig & Co., Inc. and 
pro se. 

John F. Mylod, Jr., for the National Association of 

Securities Dealers, Inc. 


G. Frederic Helbig & Co., Inc. (“Helbig & Co.” or “the 
firm’), a member of the National Association of Securities 
Dealers, Inc. (“NASD”), and G. Frederic Helbig, its 
president and sole stockholder, appeal from NASD 
disciplinary action. The NASD found that applicants failed 
to exercise proper supervision over the firm’s vice president 
(“X"’) in connection with his misappropriation of funds 
and securities belonging to the firm and its customers. The 
Association also found that applicants permitted X to 
perform the duties and functions of a principal without 
promptly registering him as such. 


Helbig hired X, then a full-time insurance salesman, in 

1966. In 1967, Helbig & Co. changed its organizational 
structure from a sole proprietorship to a corporation. 
However, it remained a small, two-man firm, executing 
about 20 over-the-counter transactions a week on an agency 
basis. Although Helbig retained full ownership of the firm, 
X was made vice president, put in charge of all back office 
functions and authorized to sign checks. 


The NASD found that, from February 1968 to October 
1969, X cheated the firm and its customers out of some 
$18,000. 1/ He managed that by means of a wide variety 
of fraudulent practices. These included the conversion 

of checks sent to the firm by customers, the misappropria- 
tion of money due a customer, the conversion of proceeds 
from the sale of securities belonging to the firm, and 

the drawing of checks on the firm’s bank account to pay 
personal obligations. X even made improper use of Helbig’s 
Diners Club card, and borrowed money on Helbig’s 
insurance policies. His many fraudulent activities con- 
tinued undetected for more than a year and a half. They 
were discovered only after he left the firm. 


The picture that emerges from this record is of applicants’ 
total failure to supervise X. As the NASD found, X was 
frequently left in charge of the firm’s operations when 
Helbig was absent, despite the fact that X never succeeded 
in passing the NASD’‘s qualification examination for 
principals. 2/ In another disciplinary action against the 

firm and Helbig, which they did not appeal, the NASD 
found that Helbig & Co. operated in violation of net capital 
requirements for part of the period at issue here. The 
Association there stated: 


“On the record before us, we are critical of what we 
perceive as a managerial void and an administrative 
system which permitted the unrestrained and un- 
controlled operation of the member’s business by some- 
one other than its principal” 3/ 


The president of a broker-dealer firm necessarily assumes 


the duties of keeping himself informed of the firm’s ac- 
tivities, of providing adequate supervision, and of taking 
whatever steps are necessary to secure compliance with 

the law. While he may reasonably delegate a particular 
function to another person in the firm, 4/he cannot relieve 
himself of his overall supervisory responsibilities by relying 
on someone else to perform in his stead. 5/ As for the firm, 
Section 27 of Article 11! of the NASD’s Rules of Fair 
Practice provides that “final responsibility for proper 
supervision shall rest with the member.” 6/ We find that 
applicants improperly abdicated their supervisory functions. 
7/ Accordingly, we affirm the NASD’s findings of violation 
with respect to applicants’ deficient supervision. 8/ 


The NASD’s By-Laws require a registered representative, 
whose duties are changed so as to require his classification 
as a principal, to pass the NASD’s qualification examination 
for principals within “a reasonable period of time following 
such change.” 9/ Unless he does so, his registration as a 
principal cannot become effective, and a member cannot 
permit his association in a principal capacity. As Helbig 

was aware, X exercised managerial functions at Helbig & Co. 
for over two years without passing the NASD’s examination 
for principals. 


Applicants assert that the NASD was aware of the situation 
with respect to X and never objected. But they cannot shift 
their responsibility for comp!iance with applicable require- 
ments to the NASD. A regulatory authority's failure to take 
early action neither operates as an estoppel nor cures a viola- 
tion. 10/We affirm the NASD’s finding that applicants vio- 
lated its rules by permitting X to continue as a principal of 
the firm. 11/ 


The NASD expelled Helbig & Co. from membership, 

barred Helbig from association with any member in a 
principal, managerial or supervisory capacity, fined Helbig 
$2,000, censured him and assessed costs. In assessing 
sanctions, the NASD took into account its prior disciplinary 
proceedings against applicants. 


In 1968, the NASD found that applicants had violated 
Regulation T, sent customers improper confirmations, 
failed to send required notices to customers with free 
credit balances, failed to prepare and maintain books and 
records as required, and failed to establish written super- 
visory procedures. 12/ In 1971, as already noted, the 
NASD found that applicants had operated in violation of 
net capital requirements as of nine month-end dates during 
the period April 1969 through February 1970. 13/ And in 
1972, without admitting or denying the charges against 
them, applicants consented to findings of net capital and 
record-keeping violations in proceedings brought against 
them by this Commission. 14/ 


Under the circumstances, we are unable to find the sanc- 


tions imposed on applicants excessive or oppressive, having 
due regard to the public interest. 
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Accordingly, 1T 1S ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ X, a respondent in these proceedings, was barred from 
association with any NASD member and fined $15,000 
although the NASD noted that, upon demand, he sub- 
sequently made restitution to Helbig & Co. He did not 
appeal from the NASD’s findings and sanctions. 


2/ He took the examination twice and failed it twice. 


3/ NASD District No. 12, Complaint Nos. NY-1192 and 
NY-1280. 


4/ See e.g., Barraco and Company, 44 S.E.C. 539, 541 
(1971); Weston and Company, Inc., 44 S.E.C. 692, 
694-5 (1971). 


5/ L. A. Frances, Ltd., 44 S.E.C. 588, 593 (1971); 
Albion Securities Company, Inc.,, 42 S.E.C. 544, 547 
(1965). 


6/ See Charles E. Marland & Co., Inc., Securities Exchange 
Act Release No. 11065 (October 21, 1974), 5 SEC Docket 
313, 315. 


7/ Applicants claim that the firm was incorporated and X 
made a vice president “upon the insistence of the NASD.” 
Even assuming this to be the case, applicants were not 
relieved thereby of their supervisory responsibilities. 


8/ Sections 1 and 27 of Article II! of the NASD’s Rules 
of Fair Practice. 


9/ Section 2 of Article XV and Section 1(c) of Schedule C. 


10/ See Don D. Anderson & Co., Inc:, 43 S.E.C. 989, 
991 (1968), and cases there cited. 


11/ Section 1 of Article II! of the NASD’s Rules of 
Fair Practice. 


12/ District No. 12, Complaint No. NY-1046. 


13/ District No. 12, Complaint Nos. NY-1192 and 
NY-1280. 


14/ Securities Exchange Act Release No. 9541 (March 
22, 1972). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11478/June 16, 1975 


Admin. Proc. File No. 3-4215 
In the Matter of 


CKW SECURITIES, INC. 
Bayonne, New Jersey 


ROBERT S. KEEFER, JR. 
244 East 33rd Street 
New York, New York 


STEVEN D. RAND 

3215 Avenue H 

Brooklyn, New York 

ORDER DISMISSING PROCEEDINGS 

After reviewing the cases of the above captioned respon- 


dents, the Commission concluded that it would not be in 
the public interest to proceed with them. 


Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, dismissed with respect to CKW 
Securities, Inc., Robert S. Keefer, Jr. and Steven D. Rand. 


By the Commission. 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11479/June 16, 1975 


Admin. Proc. File No. 3-4215 
In the Matter of 


STANLEIGH BADER 
New York, New York 


WILLIAM J. DONNER 
Staten Island, New York 


ARTHUR G. HESSEL, JR. 
New York, New York 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve the above-captioned 
respondents, the Commission’s Division of Enforcement 
recommends that the proceedings with respect to them be 
discontinued. 





George A. Fitzsimmons «) 
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Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, discontinued as to Stanleigh Bader, 
William J. Donner and Arthur G. Hessel, Jr. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11480/June 17, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 462/June 17, 1975 


The Securities and Exchange Commission has ordered 

the institution of public administrative proceedings against 
The Stephens Co., Inc., a Washington corporation, and 
Daniel Ernest Stephens, its president and controlling 
stockholder, both of Seattle, Washington. The Stephens 
Co., Inc. is registered with the Commission as an investment 
adviser. 


The proceedings are based on allegations by the staff that 
respondents willfully violated and wilifully aided and 
abetted violations of the anti-fraud provisions of the 
Securities Act of 1933, the Securities Exchange Act of 
1934 and the Investment Advisers Act of 1940, and the 
recordkeeping provisions of the latter act, and that 
Stephens has been convicted on a charge of violating 
state law in the sale of a security. The order alleges that 
during the period of 1973 and 1974 Stephens wrongfully 
converted over $130,000 of funds he had obtained ‘from 
clients of the Stephens Co., Inc. to his own use and 
benefit. 


A hearing will be scheduled by further order to take 
evidence on the staff charges and to afford the respondents 
an opportunity to offer any defenses thereto, for the 
purpose of determining whether the allegations are true, 
and if so, whether any action of remedial nature is 
necessary or appropriate in public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11481/June 17, 1975 


SECURITIES ACT OF 1933 
Release No. 5592/June 17, 1975 


Admin. Proc. File Nos. 3-4423, 3-4443, 3-4444 and 
34445 


In the Matters of 


SECURITIES CLEARING CORPORATION 
2081 Business Center Drive 

Irvine, California 

(8-13716) 


ROBERT M. WILDERMUTH 
RICHARD L. WAGNER 
EDWARD A. WILLIAMS 


CREATIVE PORTFOLIOS, INC. 
1000 E. Walnut Street 

Pasadena, California 

(24SF-3511) 


BLANCHARD, BEIFUSS & JOHNSON 
FINANCIAL SERVICES, INCORPORATED 

2166 Moorpark Road 

Thousand Oaks, California 

(24SF-3505) 


DYNAMIC CAPITALISM, INC. 
310 Wells Fargo Bank Building 
Torrance, California 
(24SF-3531) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS AND PERMANENTLY SUSPENDING REGULA- 
TION A EXEMPTIONS 


These are consolidated proceedings (1) under the Securities 
Exchange Act with respect to Securities Clearing Corpora- 
tion (“registrant’’), a registered broker-dealer, and Robert 
M. Wildermuth, Richard L. Wagner and Edward A. Williams, 
who were officers of registrant, and (2) pursuant to Rule 
261 of Regulation A under the Securities Act with respect 
to Creative Portfolios, Inc., Blanchard, Beifuss & Johnson 
Financial Services, Incorporated and Dynamic Capitalism, 
Inc. 


Creative, Blanchard and Dynamic filed notifications and 
offering circulars with the Commission for the purpose of 
obtaining exemptions from the registration requirements 

of the Securities Act, pursuant to Section 3(b) thereof and 
Regulation A thereunder, with respect to proposed 

offerings of 30,000 shares of common stock of each of those 
issuers at $3.00 per share. 1/ The Commission’s orders 
temporarily suspending the exemptions alleged that: 


1. The notifications and offering circulars of the three 
issuers contained material misstatements with respect to 
(a) the terms of the offerings and plans of distribution, and 
(b) the failure to list registrant, Wildermuth, Wagner and 
Williams as promoters and underwriters. 


2. The terms and conditions of Regulation A were not com- 
plied with in that the Form 2-A Reports falsely reported 
that the offerings were completed, and the offering circulars 
failed to state that securities would be placed in nominee 
accounts. 
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3. The offerings were made in violation of Section 17 of 
the Securities Act. 


Registrant and the individual respondents have submitted 
offers of settlement which the Commission has determined 
to accept. Solely for the purpose of these proceédings, 

and without admitting or denying the allegations 

therein, they consent to the findings and the sanctions 
against them which are set forth below. In addition, 
registrant and Wildermuth withdraw their requests for 

a hearing with respect to the temporary suspensions of 

the Regulation A exemptions, 2/ and consent to the entry 
of an order permanently suspending those exemptions. 


On the basis of the order for Exchange Act proceedings 
and the offers of settlement, it is found that: 


1. During the period from November 1969 to January 
1974, registrant, Wildermuth, Wagner and Williams 
willfully violated Sections 5(a) and 5(c) of the Securities 
Act in that they offered, sold, and delivered after sale 
the stocks of Creative, Blanchard and Dynamic when no 
registration statements under that Act had been filed or 
were in effect as to such securities. 


2. During the same period, those respondents willfully 
violated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rules 10b-5 and 10b-9 
thereunder in connection with the offer and sale of the 
above mentioned securities. They gave some purchasers 
of Creative stock repurchase agreements. They failed to 
disclose that some of the securities of Creative, Blanchard 
and Dynamic were being sold for notes rather than cash. 
They represented that the consideration paid for the 
securities would be refunded to the purchaser unless at 
least 20,000 shares of the offering were sold, but failed 
to specify a period within which such condition must be 
met and a date on which the amount due the seller must 
be received. And they made untrue representations to the 
effect that all or part of the consideration paid would 

be refunded to the purchaser unless a specified number of 
units were sold at a specified price, and the total amount 
due the seller was received by the seller. 


3. During the period from April 1969 to January 1974, 
registrant, willfully aided and abetted by Wildermuth, 
Wagner and Williams, wilifully violated Section 17(a) 

of the Exchange Act and Rules 17a-3 and 17a-4 


thereunder in that it failed to make accurately, keep current 


and preserve records reflecting its transactions in the above 
three stocks. 


In view of the foregoing, it is in the public interest to 
impose the sanctions on registrant and the individual 
respondents specified in their offers of settlement, and 
it is appropriate to suspend permanently the Regulation 
A exemptions of Creative, Blanchard and Dynamic. 
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Accordingly, |1T 1S ORDERED that the registration as a 


broker and dealer of Securities Clearing Corporation be, wf iz 


it hereby is, revoked; and it is further 


ORDERED that Robert M. Wildermuth be, and he hereby 
is, suspended from being associated with any broker or 
dealer for one year, and thereafter barred from such 
association in a supervisory capacity; and it is further 


ORDERED that Richard L. Wagner and Edward A. 
Williams be, and they hereby are, suspended from being 
associated with any broker or dealer for a period of nine 
months; and it is further 


ORDERED that, pursuant to Rule 261 of Regulation A 
under the Securities Act, the exemptions from registration 
with respect to the above public offerings of Creative 
Portfolios, Inc., Blanchard, Beifuss & Johnson Financial 
Services, Incorporated and Dynamic Capitalism, Inc. be, 
and they hereby are, permanently suspended. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Creative was known as Metcalf Morales Associates, Inc., 
and Dynamic was known as McDonald-Williams Financial 
Services, Inc. 


2/ No other person had requested a hearing on the suspen- 
sions of the exemptions. 
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Admin. Proc. File No. 3-4322 

in the Matter of the Application of 
CAROLINA SECURITIES CORPORATION 
North Carolina National Bank Building 
Raleigh, North Carolina 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING 
REVIEW PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - REVIEW 
OF DISCIPLINARY PROCEEDINGS 





¥ 

















Violations of Rules of Fair Practice 


Failure to Comply with Free-riding and With- 
holding Interpretation 


Failure to Supply Requested Information 


Where member of registered securities association 
allocated to three accounts restricted under the 
association's free-riding interpretation of total of 

15% of its participation in an offering which rose to 

an immediate aftermarket premium of almost 40%, 

and failed to report its sale to one of those accounts 

on an association questionnaire, association’s findings 
that allocation was disproportionate and that member's 
conduct violated its rules of fair practice affirmed, 

and sanctions sustained. 


APPEARANCES: 


Glenn E. Anderson, president, for Carolina Securities 
Corporation. 


Lloyd J. Derrickson and Frank J. Formica, for the 
National Association of Securities Dealers, Inc. 


Carolina.Securities Corporation (““CSC” or “‘applicant’’), 
a member of the National Association of Securities 
Dealers, Inc. (“NASD”), seeks review of disciplinary 
action taken against it by the Association. The NASD 
found that CSC violated the NASD’s interpretation with 
respect to free-riding and withholding, and failed to 
provide requested information on a special Board of 
Governors questionnaire. For these infractions of 
Article 111, Section 1 of its Rules of Fair Practice, 

1/ the Association censured applicant and fined it 
$1,000. 


The NASD’s free-riding interpretation provides that a 
member participating in a public offering of securities 
which immediately trade at a premium in the aftermarket 
(a “hot issue”) must make a bona fide distribution of 
such securities to the public at the public offering price. 


To that end, the interpretation forbids the member to 
retain any of the securities, or to sell them to any of 
its officers, directors, employees or members of their 
“immediate families’’ which is defined to include 
parents. During the period in question here, the inter- 
pretation provided an exception to that prohibition if 
the member could demonstrate, among other things, 
“that the aggregate of the securities so... sold... 
[was] not disproportionate in amount as compared to 
sales to members of the public.” 


In June 1971, CSC participated to the extent of 4,000 
shares in a public offering of the common stock of Baker 
Brothers, Inc. at $18 per share. The issue traded at an 


immediate premium in the aftermarket, the first bids 
quoted ranging from 23% to 25. CSC sold 600 shares, or 
15% of its participation, to accounts restricted by the 
NASD’s interpretation — 200 shares to the mother of one of 
its salesmen, 200 shares to the father of another, and 200 
shares to the trustee for its employee profit sharing plan. 
The NASD found the total allocation to restricted accounts 
disproportionate compared to sales to members of the 
public. It additionally found that CSC failed to report the 
sale to the mother on a special questionnaire with respect 
to the Baker Brothers offering, sent to CSC by the NASD’s 
Board of Governors. 


Applicant concedes that it sold 600 shares of its participa- 
tion to accounts restricted by the NASD’s interpretation, 
and that it failed to disclose the sale to the mother on the 
NASD questionnaire. It contends, however, that its sales to 
restricted accounts were not disproportionate. 


Applicant argues that the NASD failed to provide its 
members with sufficient guidance as to the meaning of 
the term “disproportionate” and that, in any event, the 
Association failed to take significant factors into account 
in applying that test here. Instead, according to applicant, 
the NASD, without informing its membership, arbitrarily 
determined that sales to restricted accounts aggregating 
more than 10% of a member's participation automatically 
violate the free-riding interpretation. 


These contentions are without merit. Almost 15 years ago 
in the first case to come before us involving the NASD‘s 
interpretation, we rejected the argument that the “‘dis- 
proportionate” test was too vague a basis for disciplinary 
action. 2/ We stated there: 


“A prescription by the NASD of a fixed percentage as 
the measure of disproportionateness [is] neither neces- 
sary nor appropriate. An allotment to an insider which 
might be fair under the facts of one case, such as where 
very little . . . market premium and no material restric- 
tion of supply was involved, might be unfair and dis- 
proportionate under the facts of another.”’ 3/ 


Here the immediate aftermarket premium was almost 40% 
of the offering price, a circumstance which should have 
put applicant on notice that a violation could result if it 
persisted in allocating the shares in question to restricted 
accounts. Prior to the period at issue here, we had affirmed 
the NASD’s findings that allocations to such accounts were 
disproportionate in two cases where the total amount 
allotted was only 15% and 12.9%, respectively, of the 
member firm's participation. 4/ And a report of our con- 
clusion in one of those cases 5/ appeared in the NASD 
Manual at the time of applicant's participation in the Baker 
Brothers offering. 


Applicant points to the fact that, although it was only 
able to obtain 4,000 shares of the offering, its original 
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underwriting commitment was for 6,000 shares. And it 
argues that, in applying the disproportionate test, the 
NASD should have considered this factor, as well as the 
fact that, unlike many other cases where a disproportionate 
allotment has been found, the allocation to restricted 
customers in this case involved more than a single account, 
and the securities in question were not retained by the 
member or purchased by its officers or employees, or 

their spouses and dependents. 6/ 


We cannot accept these contentions. The disproportionate 
test applies to a firm’s actual participation in an offering, 
not to what it would have obtained had it received all 

the shares it wanted. 7/ And the very basis of that test 

is the size of the total allocation made to restricted 
accounts compared with the amount of securities sold 

to members of the public. For purposes of that determina- 
tion, the number and type of restricted accounts that 
receive shares are irrelevant. 


Finally, there is no basis for applicant’s claim that the 
NASD has secretly determined that sales to restricted 
accounts in excess of 10% of a firm’s participation are 
per se disproportionate. In November 1973, the NASD 
issued a clarification of the interpretation in which it 
said: 


“In respect to the determination of what constitutes 

a disproportionate allocation, the Association uses as 
a guideline 10% of the member's participation in the 
issue . . . It should be noted, however, that the 10% 
factor is merely a guideline similar to the Association’s 
5% Mark-Up guideline, and is one of a number of 
factors . . . considered . . . These other factors include, 
among other things, the size of the participation, the 
offering price of the issue, the amount of securities 
sold to restricted accounts, and the price of the 
securities in the after-market.”’ 


We find nothing improper in the NASD’s use of a 10% 
guideline, 8/ and we affirm the Association’s findings of 
violations. 9/ 


CSC urges a number of factors in mitigation. It states 
that this is the first disciplinary action against it by any 
regulatory agency, that it did not benefit from the trans- 
actions in question, that the sale to the mother of one of 
its salesmen went undetected because she had remarried 
and changed her name, that the account of the father, 
who had been an active customer for many years, had 
only recently become restricted when his son became a 
CSC employee, and that CSC has made “‘a determined 
effort’ to comply with the NASD’s interpretation. 


We are unable to find the sanctions imposed on CSC 
excessive or oppressive, having due regard to the public 
interest. The gravamen of a withholding violation is not 
the specific profit to the member, but the impairment of 
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a free securities market, to the member’s indirect or 
potential advantage. 10/ In this connection, we note that 
the fine assessed is only a fraction of the aggregate prem- 
iums at which the withheld securities could have been sold 
in the immediate aftermarket, and less than the profit which 
could have been realized on the shares allotted to the firm's 
profit sharing plan alone. 11/ Finally, we note that, in 
assessing sanctions against applicant, the NASD took 
account of the “clearly inadvertent nature” of CSC’s 
violations. 


Accordingly, 1T {S ORDERED that these proceedings for 
review be, and they hereby are, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS and POLLACK); Commissioner 
SOMMER not participating. 


George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article II! requires the observance of high 
standards of commercial honor and just and equitable 
principles of trade. 


2/ First California Company, 40 S.E.C. 768, 772 (1961). 
3/ /d. 


4/ Bailey & Co., 41 S.E.C. 847, 849 (1964); Rentz & 
Company, Inc., 43 S.E.C. 436, 441 (1967). 


5/ Bailey & Co. , supra. 


6/ Applicant’s employees, of course, had a beneficial 
interest in its profit sharing plan. See First California 
Company, supra. 


7/ Cf. L. H. Rothchild & Co., 41S.E.C. 729, 731 (1963). 


8/ See Rothschild Securities Corporation, Securities Ex- 
change Act Release No. 10629 (February 5, 1974), 3 SEC 
Docket 503, 505 n. 9. 


9/ Applicant also complains about the five month hiatus 
between the hearing before the Board of Governors in 
this matter and the Board's decision. The asserted “delay” 
hardly appears undue, and no prejudice is claimed by 
applicant as a result thereof. 


10/ Rentz & Company, Inc., supra, 43 S.E.C. at 443. 
Rothschild Securities Corporation, supra, 3 SEC Docket 
at 504. 


11/ See L. H. Rothchild & Co., supra, 41 S.E.C. at 731; 
Rothschild Securities Corporation, supra. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11483/June 18, 1975 


Admin. Proc. File No. 3-4159 
In the Matter of 

EMIL ROGOVIN 

1454 East 105th Street 
Brooklyn, New York 


ORDER DISCONTINUING PROCEEDINGS 


On the recommendation of the Commission's Division 
of Enforcement, and sufficient reason appearing therefor, 


IT IS ORDERED that these proceedings be, and they 
hereby are, discontinued with respect to Emil Rogovin. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11484/June 18, 1975 

Admin. Proc. File No. 3-4215 

In the Matter of 


BRUNS, NORDEMAN & CO. 

(now known as BRUNS, NORDEMAN, REA & CO.) 
115 Broadway 

New York, New York 

(8-3241) 


MAYER & SCHWEITZER, INC. 
50 Broadway 

New York, New York 

(8-13535) 


HERBERT SCHWEITZER 


FRED MAZZEO 
33 Willets Road 
Old Westbury, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Bruns, Nordeman & Co., now known as 
Bruns, Nordeman, Rea & Co. (“Bruns’’), and Mayer & 
Schweitzer, Inc. (‘“Mayer’’), registered broker-dealers, 
Herbert Schweitzer, Mayer's president, and Fred Mazzeo, 
who was a trader for the former broker-dealer firm of 

V. F. Naddeo & Co., Inc., 1/ have submitted offers of 


settlement. Solely for the purpose of these and, in the 
case of the respondents other than Mazzeo, any other 
proceedings brought by the Commission under specified 
provisions of the Exchange, Securities, Investment 
Advisers, Investment Company and Securities Investor 
Protection Acts, and without admitting or denying the 
allegations in the order for proceedings, respondents 
consent to findings of misconduct as alleged in that order 
and to the imposition of sanctions. 


On the basis of the order for proceedings and the offers 

of settlement, it is found that, during the period from about 
June 1, 1969 to February 9, 1970, respondents willfully 
violated: 


1. Sections 5(a) and 5(c) of the Securities Act in that they 
offered, sold and delivered after sale common stock of 
Imperial Investment Corporation when no registration 
statement under that Act had been filed or was in effect 
as to such securities; and 


2. Section 17(a) of the Securities Act and Section 10(b) 

of the Exchange Act and Rule 10b-5 thereunder. Bruns 
recommended and sold to customers Imperial’s speculative 
and unseasoned stock without having made reasonable in- 
quiry and in disregard of information as to Imperial’s financ- 
ial condition and operations. And all of the respondents 
made material misstatements or omissions concerning the 
existence of:a bona fide independent market for the stock 
and the source of the stock being offered and sold. 


Bruns’ offer of settlement provides that its branch office 
located at 1407 Broadway, New York City may be 
suspended for a period of 30 business days from engaging in 
solicited over-the-counter transactions. However, during the 
suspension, that office may effectuate transactions involving 
(1) exempt securities as defined in Section 3(a) of the 
Securities Act, (2) securities traded on a national or regional 
securities exchange registered with this Commission, (3) 
securities regulated under the Investment Company Act, 

(4) corporate bonds, and (5) unlisted options pertaining 

to securities listed on a national or regional securities 
exchange registered with this Commission. Bruns undertakes 
that, during the suspension, it will not transfer any of the 
personnel or business of the suspended branch office to 

any of its other offices. With respect to the other respond- 
ents, the Commission determined that censure would be 
enough to satisfy the public interest. 


In view of the foregoing, it is in the public interest to 
impose the sanctions set forth below. 


Accordingly, 1T 1S ORDERED that, subject to the under- 
taking and exceptions set forth above, the branch office of 
Bruns, Nordeman, Rea & Co., located at 1407 Broadway, 
New York City, be, and it hereby is, suspended from en- 
gaging in solicited over-the-counter transactions for a period 
of 30 business days, effective as of the opening of business 
on June 30, 1975; and it is further 
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ORDERED that Mayer & Schweitzer, Inc., Herbert 
Schweitzer and Fred Mazzeo be, and they hereby are, 
censured. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. ; 


George A. Fitzsimmons 
Secretary 


1/ Naddeo’s broker-dealer registration was revoked in 
these proceedings. Securities Exchange Act Release No. 
10741 (April 17, 1974), 4 SEC Docket 124. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11485/June 18, 1975 
Admin. Proc. File No. 3-4547 


In the Matter of 


UNIVERSAL UNDERWRITING SERVICE, INC. 
Salt Lake City, Utah 
(8-16654) 


GRANT ELDREDGE MANN 
GORDON O'DELL BIGLER 
COLONEL SCOTT BURRIS 
MONTE CHESTER HANSEN 
KENNETH DEAN PACE 


BRUCE ALLEN JENSEN 
2966 Lake Mary Drive 
Salt Lake City, Utah 


ALLAN JAMES McNICHOL 
2685 East Grandview Drive 
Sandy, Utah 


DONNEL GARY RAMSEY 
337 South Main 
Salt Lake City, Utah 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


in these broker-dealer proceedings under the Securities 
Exchange Act, Universal Underwriting Service, Inc. 
(‘registrant’), a registered broker-dealer, and Bruce Allen 
Jensen, who was president of Associated Underwriters, 
Inc. 1/ formerly a registered broker-dealer, have submitted 
stipulations and consents. Grant Eldredge Mann, 
registrant’s president, Gordon O'Dell Bigler, vice president, 
Colonel Scott Burris, Monte Chester Hansen and Kenneth 
Dean Pace, salesmen of registrant, Allan James McNichol, 
who was a cashier for Transamerican Securities, Inc., 
formerly a registered broker-dealer, 2/ and Donnel Gary 
Ramsey, who was a salesman for Continental Securities, 


202/SEC DOCKET 


Inc., also formerly registered as a broker-dealer, 3/ have 
submitted offers of settlement which the Commission has 
determined to accept. Solely for the purpose of these or 
any other proceedings under specified provisions of the 
Exchange and Investment Advisers Acts, and, except for 
registrant, the Securities Investor Protection Act, and 
without admitting or denying the allegations in the order 
for proceedings, respondents consent to findings of mis- 
conduct as alleged in that order and to the imposition of 
specified sanctions. 


On the basis of the order for proceedings, the consents of 
registrant and Jensen, and the offers of settlement, it 
is found that: 4/ 


1. During the period from about July 1972 to September 
1973, Bigler willfully aided and abetted violations of, and 
the other respondents willfully violated, Section 17(a) of 
the Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder by participating in a fraudulent 
and manipulative scheme involving the common stock of 
Epoch Corporation. Sales of Epoch stock were effected 
through nominee accounts, and bids were published and 
purchases made at successively higher prices in order to 
create the appearance of a market and raise the stock’s 
price. In addition, other broker-dealers were induced to 
enter bid and ask quotations, and material misstatements 
were made to purchasers concerning the safety of an invest- 
ment and the existence of a bona fide independent market 
for the stock. 

2. During the same period, Bigler willfully aided and abet- 
ted violations of, and the other respondents except Jensen 
willfully violated, Sections 5(a) and 5(c) of the Securities 
Act in that they offered, sold and delivered after sale shares 
of Epoch stock when no registration statement under that 
Act had been filed or was in effect as to such securities. 


3. During the period from about November 27, 1972 to 
July 18, 1973, Bigler willfully aided and abetted violations 
of, and the other respondents except Jensen willfully vio- 
lated, Section 10(b) of the Exchange Act and Rule 10b-6 
thereunder in that, while participating in a distribution of 
Epoch stock, they bid for and purchased it for accounts in 
which they had a beneficial interest and induced others to 
purchase it. 


4. During the period from about July 1972 to September 
1973, registrant willfully violated, and Mann, Bigler, Pace 
and Jensen willfully aided and abetted violations of, Section 
7(c) (1) of the Exchange Act and Regulation T promulgated 
thereunder by the Board of Governors of the Federal 
Reserve System in that registrant and Associated improper- 
ly extended credit to customers. 


5. During the period from about March to September 1973, 
registrant willfully violated, and Mann, Bigler, Pace and Jen- 
sen willfully aided and abetted violations of, Section 17(a) 
of the Exchange Act and Rule 17a-3 thereunder in that reg- 
istrant and Associated failed to make accurately and keep 
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In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have consented. 


Accordingly, |1T 1S ORDERED that the registration as 
a broker and dealer of Universal Underwriting Service, 
Inc. be, and it hereby is, revoked; and it is further 


ORDERED that Bruce Allen Jensen, Kenneth Dean Pace, 
Grant Eldredge Mann, Gordon O'Dell Bigler and Donnel 
Gary Ramsey be, and they hereby are, barred from being 
associated with any broker-dealer with the proviso that 
Pace, after two years, and Mann, Bigler and Ramsey, 

after one year, may apply to the Commission and may 
each be permitted to become so associated in a non- 
supervisory capacity, upon each showing that he will be 
adequately supervised; and it is further 


ORDERED that Monte Chester Hansen, Colonel Scott 
Burris and Allan James McNichol be, and they hereby 

are, suspended from being associated with any broker- 
dealer for respective periods of six months, five months, 
and three months. McNichol’s suspension is effective as of 
the date of this order; those of Hansen and Burris as of 
the opening of business on June 30, 1975. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


tion was revoked in these proceedings on the basis of 
its default. Securities Exchange Act Release No. 11225, 
6 SEC Docket 43. 


2/ Transamerican’s broker-dealer registration was revoked 
pursuant to its consent in other proceedings. Securities 
Exchange Act Release No. 10497 (November 14, 1973), 
3SEC Docket 43. 


3/ Continental's broker-dealer registration was revoked 
pursuant to its consent in these proceedings. Securities 
Exchange Act Release No. 11363 (April 22, 1975), 

6 SEC Docket 214. 


4/ The findings herein are not binding on any other 
respondent named in these proceedings. 
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The Securities and Exchange Commission announced 
that the suspension of trading in the securities of Winner 





1/On February 5, 1975, Associated’s broker-dealer registra- 





Industries, Inc. (“‘Winner’’) will terminate at midnight 
(EST) June 21, 1975. 


The Commission initiated the trading suspension on April 
18, 1974, because of the lack of adequate and accurate in- 
formation about Winner’s financial condition and opera- 
tions. In addition, there was no public disclosure or com- 
ment by Winner concerning an involuntary petition in 
bankruptcy filed in the United States District Court for the 
District of Arizona in January 1974. Other questions were 
raised concerning the reliability of an announcement which 
was made by Winner during early 1974. 


The staff of the Commission has been recently informed 
that Winner is not actively engaged in any business activity 
and that its assets are minimal. In addition, there is no cur- 
rent financial or other information which is available regard- 
ing Winner. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the Company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has 
familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19041/June 13, 1975 


In the Matter of 
ARKANSAS POWER & LIGHT COMPANY 


Little Rock, Arkansas 
(70-5642) 
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SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF TIME FOR TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


Arkansas Power & Light Company (“‘Arkansas’’), an 
electric utility subsidiary company of Middle South 
Utilities, Inc., a registered holding compnay, has filed 
with this Commission a post-effective amendment to the 
application in this proceeding pursuant to Sections 9(a) 
and 10 of the Public Utility Holding Company Act of 
1935 (‘Act’’) regarding the following proposed trans- 
actions. 


By order in this proceeding dated April 9, 1975 (HCAR 
No. 18921), the Commission authorized Arkansas to 
enter into an installment sale agreement (“Agreement”) 
with Pope County, Arkansas (‘County’) which will 
provide for the acquisition, construction, and installation 
of pollution control facilities by the company on behalf 
of the County and the issuance by the County of its 
Pollution Control Revenue Bonds, Series 1975, in 
principal amount presently estimated not to exceed 
$49,100,000, sufficient to cover the Cost of Construction, 
as defined in the Agreement, of the pollution control 
facilities. Arkansas is to convey to the County such portions 
of the pollution control facilities as are now owned by the 
company. The proceeds resulting from the issuance of 

the Series 1975 Bonds will be applied to the payment of 
the Cost of Construction. 


The Agreement also will provide for the sale of the pollution 
control facilities by the County to Arkansas and the pay- 
ment by the company of the purchase price, together 
with interest thereon, in semi-annual installments over 

a term of years. The purchase price of the pollution 
control facilities payable by Arkansas will be such amount 
as shall be sufficient to pay the principal of the Series 
1975 Bonds as the same becomes due and payable. The 
company under the Agreement will also agree to pay 
interest on the unpaid balance of the purchase price of 
the pollution control facilities equal to the premium, 

if any, and interest on the Series 1975 Bonds. 


Jurisdiction was reserved by the Commission with respect 
to the semi-annual installment payment obligations to be 
undertaken by Arkansas pursuant to the proposed 
Agreement with the County, insofar as they are affected 
by the effective interest rate or rates of the Series 1975 
Bonds. 


The post-effective amendment states that Arkansas has 
not proceeded with the proposed transactions, because it 
is waiting a determination by the Internal Revenue 

Service as to which facilities in connection with a nuclear 
generating station will be treated as pollution control 
facilities within the meaning of Section 103 of the Internal 
Revenue Code of 1954, as amended. Accordingly, 
Arkansas requests that time for completing the proposed 
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transactions be extended for sixty days. 


Upon the basis of the facts in the record, it is hereby found { 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 

and in the interest of investors and consumers that said 
application, as now amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the semi-annual install- 
ment payment obligations to be undertaken by Arkansas 
pursuant to the proposed Agreement with the County, 
insofar as they are affected by the effective interest rate 

or rates of the Series 1975 Bonds to be sold by the County 
in connection with transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19042/June 13, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 
(70-5694) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Georgia Power Company 
(““Georgia’’), an electric utility subsidiary company of 

The Southern Company (“Southern”), a registered holding 
company, has filed an application and an amendment there- 
to with this Commission pursuant to the Public Utility 
Holding Company Act (“‘Act’’), designating Section 6(b) of 
the Act and Rule 50 promulgated thereunder as applicable 
to the following proposed transactions. All interested per- 
sons are referred to the application, which is summarized be- 
low, for a complete statement of the proposed transactions. 


Georgia proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up to 
$100,000,000 principal amount of its First Mortgage Bonds, 
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% Series. The proposed series of bonds will bear a single 
Qe ev date within the range of 5 to 30 years, such 
maturity date will be determined by Georgia after the date 
of public invitation for proposals. The interest rate and 
the price, exclusive of accrued interest, to be paid to 
Georgia (which will be not less than 99% nor more than 
102%% of the principal amount thereof) will be determined 
by the competitive bidding. The bonds will be issued under 
an Indenture, dated as of March 1, 1941, between Georgia 
and Chemical Bank, as Trustee, as heretofore supplemented 
and as to be further supplemented by a Supplemental 
Indenture to be dated as of July 1, 1975, which includes 
a prohibition until July 1, 1980, against refunding the 
bonds with or in anticipation of the proceeds from 
borrowings at a lower effective interest cost. Georgia 
further states it may request, by further amendment, the 
sale of its bonds be excepted from the competitive 
bidding requirements of Rule 50. It may also seek 
authorization to lengthen the period of non-refund- 
ability if that appears to be advantageous. 


Georgia will apply the proceeds from the sale of the 
bonds, together with (1) cash contributions to capital of 
$86,000,000 by Southern during 1975 (File No. 70- 
5630), (2) the proceeds from the sales of certain trans- 
mission facilities to Oglethorpe Electric Membership 
Corporation in the aggregate amount of $101,300,000 
(File Nos. 70-5658 and 70-5696), (3) proceeds from the 
sale of $100,000,000 principal amount of additional 
first mortgage bonds and 750,000 shares ($75,000,000) 
of preferred stock later in 1975, (4) funds provided 
through the issuance of tax-exempt revenue bonds by 
public authorities for construction of certain pollution 
control facilities for Georgia, and (5) any excess cash on 
hand to finance in part its 1975 construction program 
(estimated at $473,751,000), to pay notes payable in 
the form of bank notes and commercial paper notes 
incurred for construction purposes and for other lawful 
purposes. The issuance, later in 1975, of the long-term 
securities referred to above will be the subject of future 
filings with this Commission. Georgia estimates that it will 
not be necessary to sell any additional securities in 1975 
for construction purposes except for commercial paper 
and short-term notes. Georgia estimates that upon 
successful consummation of its program for sale of long- 
term securities during 1975, no notes payable will be 
outstanding at December 31, 1975. 


The Commission has issued an order (HCAR No. 19037) 
giving Georgia authority to issue and sell, through August 
31, 1975, short-term notes to banks and dealers in 
commercial paper up to $300,000,000 at any one time 
outstanding, and, thereafter through March 31, 1975 up 
to $140,000,000 at any one time outstanding. 





It is stated that the Georgia Public Service Commission 
, has authority over the proposed issuance and sale of the 
Bonds by Georgia. It is further stated that no other State 


commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 
A statement‘of the fees and expenses to be incurred in con- 
nection with the transaction will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 9, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
amended or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19043/June 16, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 

New York, New York 10020 

(70-5673) 


ORDER APPROVING ISSUE AND SALE OF $100,000,000 
PRINCIPAL AMOUNT OF DEBENTURES AT COM- 
PETITIVE BIDDING 


Consolidated Natural Gas Company (‘‘Consolidated”’), a 
registered holding company, has filed a declaration with 
this Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (“Act’’) and 
Rule 50 promulgated thereunder as applicable to the pro- 
posed transaction. 
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Consolidated proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, $100,000,000 
principal amount of % Debentures due July 1, 1995. 
The interest rate (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, (which will 

be not less than 99% or more than 102% of thé principal 
amount thereof) will be determined by competitive 
bidding. The debentures will be issued as a new series under 
a Fifth Supplemental Indenture, dated as of July 1, 1975, 
to the Indenture between Consolidated and Manufacturers 
Hanover Trust Company, New York, New York, as 
Trustee. The Indenture includes a prohibition until July 1, 
1980, against refunding the issue with or in anticipation 

of funds borrowed at a lower effective interest cost. The 
debentures will be subject to a sinking fund, commencing 
July 1, 1980, designed to retire 100% of the aggregate 
principal amount thereof by maturity. The proceeds of 

the sale of the debentures will be used to finance, in 

part, the 1975 capital expenditures of Consolidated’s 


subsidiary companies, presently estimated at $198,000,000, 


including $161,600,000 required to develop sources of 
additional gas supply. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are estimated 

at $158,000 including $30,000 service charges at cost, 

and accountants fees and expenses of $13,000. The fees 
and expenses of counsel for the underwriters are estimated 
at $20,000 and are to be paid by the successful bidders. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 18996), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 

the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19044/June 16, 1975 


206/SEC DOCKET 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
Buffalo, N. Y. 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 
(70-5678) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF LONG-TERM NOTES TO HOLDING COMPANY 
BY SUBSIDIARY COMPANIES 


National Fuel Gas Company (‘‘National’’), a registered 
holding company, and two of its subsidiary companies, 
National Fuel Gas Distribution Corporation (‘’Distribution 
Corporation”) and National Fuel Gas Supply Corporation 
(“Supply Corporation’’), have filed an application-declara- 
tion and amendments thereto with this Commission pur- 
suant to Sections 6(a), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 50 pro- 
mulgated thereunder regarding the following transactions. 


By order in this proceeding dated June 9, 1975 (HCAR No. 
19031), National was authorized to issue and sell, subject 
to the competitive bidding requirements of Rule 50 pro- 
mulgated under the Act, $21,000,000 principal amount of # 

% Debentures, Series due June 1984. Jurisdiction was 
reserved, pending completion of the filing, over the pro- 
posed issue and sale by Distribution Corporation and Sup- 
ply Corporation of corresponding notes to National having 
a maturity date of June 15, 1984, and aggregating 
$15,116,600 and $5,883,400, respectively. The filing has 
now been completed. 


The proposed issue and sale of notes by Distribution Corp- 
oration have been authorized by the Public Service Commis- 
sion of New York and the Pennsylvania Public Utility Com- 
mission. No other State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed by Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18989), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 

is hereby found, with respect to the remaining proposed 
transactions, that the applicable provisions of the Act and 
rules promulgated thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that the amended application-declaration in respect 
of said transaction be granted and permitted to become 
effective: 





ed 


e 








IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the remaining proposed transactions, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


IT 1S FURTHER ORDERED that the jurisdiction hereto- 
fore reserved in this proceeding be, and it hereby is, 
released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19045/June 16, 1975 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS TRANSMISSION CORPORATION 
Wilmington, Delaware 

(70-5039) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS BY HOLDING COMPANY, 
ISSUE AND SALE OF NOTES BY SUBSIDIARY 
COMPANY TO HOLDING COMPANY, AND ACQUISI- 
TION BY SUBSIDIARY COMPANY OF NOTES OF 
NON-ASSOCIATE COMPANY 


Columbia Gas System, Inc. (““Columbia’’), a registered 
holding company, and one of its nonutility subsidiary 
companies, Columbia Gas Transmission Company 
(“Transmission”’), have filed with this Commission a 
post-effective amendment to the application-declaration 
in this proceeding pursuant to Sections 6(a), 7, 9(a), and 
10 of the Public Utility Holding Company Act of 1935 
(“Act’’) regarding the following proposed transactions. 


By order in this proceeding dated August 2, 1971 
(HCAR No. 17213), the Commission authorized certain 
transactions which related to Columbia’s program to 
supplement its sources of natural gas supply through the 
importation of gas from Prudhoe Bay, Alaska. They 
essentially involved Columbia’s obtaining bank loans of 
up to $200,000,000 and lending equal amounts to 
Transmission. In turn, Transmission was to make an 
advance payment of such amounts to BP Oil Corporation 
(“BP Oil’’) to assist in the financing and development 

of BP Oil’s oil and gas reserves in Prudhoe Bay. The 


advance payment was the consideration for Transmission’s 
acquisition of a call on such gas reserves. 


BP Oil, as of the close of business on December 31, 1973, 
was merged into Sohio Petroleum Company (“SPC”) and a 
wholly-owned subsidiary, as was BP Oil, of The Standard 
Oil Company (‘‘Sohio’’). SPC has succeeded to all of the 
properties and assets of BP Oil and has assumed all of its 
debts, liabilities, undertakings, agreements, and obligations. 


To date, Transmission has advanced $175,000,000 to SPC, 
$60,000,000 on August 3, 1971, when the Crude Oil Sales 
Agreement was executed, $60,000,000 on October 31, 1974, 
and $55,000,000 on February 28, 1975. 


The agreement between Transmission and SPC has been 
amended to reduce the amount of Transmission’s obligation 
to make advances to SPC from $200,000,000 to 
$175,000,000. The amendment was necessitated principal- 
ly because of the long delay in the issuance of a Federal 
permit for the construction of a crude oil pipeline for the 
transportation of crude oil from the Prudhoe Bay Area of 
Alaska to Valdez, Alaska. 


Columbia, Transmission, and the banks involved propose to 
amend the Credit Agreement effective as of August 15, 1974, 
so as to, among other things, (1) reduce the aggregate 
commitment of the banks thereunder from $200,000,000 to 
$175,000,000, (ii) change the Determination Date (the date 
which determines the principal repayment commencement 
date) from July 1, 1975, to July 1, 1977, (iii) reduce the ef- 
fective rate of interest, and*(iv) reduce the commitment fee 
from 1% to %% per annum for the period from August 15, 
1974, to February 28, 1975, on the last $55,000,000 por- 
tion of the total $175,000,000 commitment. By agreement 
with the banks, no commitment fee was paid from August 
15, 1974, to October 31, 1974, on the second $60,000,000 
advance, paid over by the banks to Columbia on the latter 
date. Simultaneously, Columbia and Transmission propose 
to amend the Intercompany Credit Agreement to reflect the 
above changes. As compared to Columbia’s costs under the 
original agreements, the effect of the changes made by the 
amendment agreements will be to reduce Columbia’s 
aggregate costs for the bank loans by approximately 
$18,512,000 and reduce the recovery of costs from SPC by 
about $13,298,000, leaving a net costs savings to Columbia 
of $5,214,000. 


The fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $96,000, including 
charges, at cost, of $76,000 of the system service company, 
and legal and bank fees and expenses of $16,000. Transmis- 
sion will pay 75% of the total fees and expenses and 
Columbia will pay the remaining 25%. No State or Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said post-effective amendment to 
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the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (HCAR 
No. 18920), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 


declaration, as amended by said post-effective amendment, 


be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 


declaration, as amended by said post-2ffective amendment, 


be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19046/June 17, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71102 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 74101 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 79604 
(70-5684) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF SHORT-TERM NOTES TO BANKS, 
COMMERCIAL PAPER TO A DEALER IN COM- 
MERCIAL PAPER, LOANS BY PARENT TO 
SUBSIDIARIES AND EXCEPTION FROM COM- 
PETITIVE BIDDING 
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Central and South West Corporation (“Central’’), a 
registered holding company, and five of its subsidiary 
companies, Central Power and Light Company (““CP&L”), 
Public Service Company of Oklahoma (‘Public Service’), 
Southwestern Electric Power Company (“Southwestern”), 
West Texas Utilities Company (‘West Texas”), and Transok 
Pipe Line Company (‘‘Transok’’) (collectively referred to 

as ‘‘subsidiaries’’), have filed an application-declaration, 

and amendements thereto, with this Commission pursuant to 
Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 12(f) of the Public 
Utility Holding Company Act of 1935 (““Act’’) and Rules 43 
and 45 promulgated thereunder regarding the following 
proposed transactions. 


Central proposes to issue and sell its commercial paper in an 
aggregate face amount of not to exceed $90,000,000 out- 
standing at any one time to A. G. Becker & Co. Incorpor- 
ated (‘Becker’). The proceeds from the sale of the com- 
mercial paper will be added to Central’s treasury funds and, 
together with other internal cash resources, will be loaned 
by Central from time to time to, or invested in, its sub- 
sidiaries all in the manner hereinafter described. 


The commercial paper notes will have varying maturities of 
not more than nine months from the date of issue, exclusive 
of days of grace, will be in varying denominations of not 
less than $25,000 and not more than $1,000,000 each, and 
may be issued and sold by Central from time to time prior 
to December 31, 1976. Such notes will be issued and sold 
by Central directly to Becker at a discount rate which will 
not be in excess of the discount rate per annum prevailing 
at the time of issuance for commercial paper of comparable 
quality and maturity sold by issuers thereof to commercial 
paper dealers and at an interest cost which will not exceed 
the effective cost of money for unsecured prime commercial 
bank loans prevailing on the date of issue of such com- 
mercial paper. 


The commercial paper will be reoffered to not more than 
200 identified and designated customers in a list prepared in 
advance by Becker. Central’s commercial paper notes are 
expected to be held by customers to maturity, except that 
if customers wish to sell such notes prior thereto, Becker, 
pursuant to oral repurchase agreements, will repurchase such 
notes and reoffer the same to others in the group of 200 
customers. 


In the event that borrowings from banks at the prime rate of 
interest would produce a lower cost of money to Central 
than the issue of its commercial paper, Central proposes to 
borrow from banks from time to time prior to January 1, 
1977, an amount not to exceed $50,000,000 at any one 
time outstanding. The outstanding notes to banks, together 
with the principal amount of its outstanding commercial 
paper issued to Becker, shall not exceed $90,000,000 at any 
one time outstanding. Such borrowings will be made from 
the following named banks and, as to each such bank, shall 
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not exceed the maximum principal amount at any time out- 
standing noted below: 
Name of Bank Maximum Principal Amount 


Bankers Trust Company 


New York, New York $12,000,000 
Bank of Delaware 

Wilmington, Delaware 4,000,000 
Continental Illinois National Bank 

and Trust Company of Chicago 5,000,000 
First National Bank in Dallas 

Dallas, Texas 10,000,000 
Harris Trust and Savings Bank 5,000,000 
The First National Bank of Chicago 15,000,000 


Central proposes to issue from time to time its promissory 
notes to evidence such borrowings from banks. Each of such 
notes will be dated the date each such borrowing is made, 
will mature on a date not more than twelve months from 
the date thereof, will bear interest from the date thereof 
to maturity at an interest cost to Central which will 
not exceed the prime rate of interest prevailing at such 
bank and will be subject to prepayment by Central 
in whole at any time or in part from time to time, 

’ without premium or penalty. 


Central proposes to advance funds, as it may determine, 

to the subsidiaries in varying amounts from time to time 
prior to January 1, 1977, such loans not to exceed 
$90,000,000 in principal amount at any time outstanding. 
Such loans will bear the interest to maturity of the prime 
rate of interest in effect from time to time at The First 
National Bank of Chicago. The maximum principal 

amount of borrowings proposed to be made by each of the 
subsidiaries from Central at any one time outstanding are 
as follows: 
Subsidiaries Maximum Principal Amount 
of Loans To Be Outstanding 


Central Power and Light Company $50,000,000 
Public Service Company of Oklahoma 50,000,000 
Southwestern Electric Power Company 40,000,000 
West Texas Utilities Company 20,000,000 
Transok Pipe Line Company 25,000,000 


The proposed borrowings by the subsidiaries from Central 
will temporarily finance a part of the costs of the construc- 
tion programs of the subsidiaries for the last six months 

of 1975, estimated at $102,800,000, and for the year 

1976, estimated at $280,300,000. 


Central requests the Commission to except the issuance 
and sale of the commercial paper from the requirements of 
competitive bidding under Rule 50 pursuant to paragraph 
(a)(5)(B) of said rule. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19006), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 

that it is appropriate in the public interest and in the interest 
of investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, except that the certificates thereunder may be 
filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19047/June 17, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 
(70-5674) 


ORDER RELEASING JURISDICTION 


By order dated May 28, 1975 in this proceeding, The 
Southern Company (“Southern”), a registered holding 
company, was authorized to issue and sell common stock 
and was granted an exception from the competitive bidding 
requirements of Rule 50. Jurisdiction was reserved with 
respect to the number of shares and terms and conditions 
of the sale, including the price to Southern and the under- 
writers’ compensation. 


Southern has filed an amendment in this proceeding in- 
forming the Commission that Southern has executed a con- 
tract, subject to approval of this Commission, with the 
underwriting group which has been formed to market 
Southern’s common stock. The underwriting syndicate has 
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contracted to purchase for public redistribution 11,000,000 
shares of Southern’s common stock. The initial public offer- 
ing price will be fixed just prior to the commencement of 
the public distribution, and will be closely related to the 
last reported price of Southern’s common stock on the New 
York Stock Exchange immediately prior to determination 
of the public offering price. The initial public offering 

price will be (a) not more than $.50 per share plus the 
higher of the reported last sale price or reported last 

asked price; and (b) not less than the lower of the reported 
last sale price or reported last bid price, minus $.50 per 
share. The underwriters’ compensation will not be more 
than 5'%% of the initial public offering price. Southern 

will receive the initial public offering price, less the under- 
writers’ compensation. The maximum selling commission 

to dealers will be $.50 per share. As of the close of trading 
on June 16, 1975, the closing price of Southern’s common 
stock was 12%; the closing bid and asked price was 12% 

and 12-3/8. The actual offering price will, as indicated 
above, be governed by the then market price. 


The amendment and the underwriting contracts it 
embodies specify, within an appropriate range, the con- 
sideration to be received by Southern for the sale of its 
common stock and the compensation to be received by 
the underwriters. The price at which the shares are to be 
publicly sold is directly dependent on the established 
market value of such shares at the time of sale. The 
proposed underwriters’ compensation has been compared 
with a study of the underwriting costs incurred by 
electric public utility companies and holding companies, 
whether or not subject to the Act, which have offered 
common stock to the public since January 1, 1975. 

The recent market history of both the common shares 
of Southern and of the other companies inthe electric 
utility industry has also been examined, together with 
the relevant qualitative factors affecting each such issue. 


It is found that, under current conditions, both the mini- 
mum price to be received by Southern and the maximum 
underwriting compensation provided for in the contracts 
proposed for the sale of this issue are reasonable and that 
all of the requirements of the Act and of the rules there- 

under, including the requirements of Section 7(d), 

are satisfied. 


The fees and expenses to be incurred in connection with 
this transaction are estimated at $240,000, including 
counsel fee of $40,000 and accounting fee of $24,000. 


IT IS ORDERED that the jurisdiction reserved in the order 
of May 28, 1975, over the number of shares to be offered 
by Southern and over the terms and conditions of such 
offering be and the same.hereby is released; 


IT 1S FURTHER ORDERED, that the jurisdiction re- 
served in the order of May 28, 1975, as to the fees and 
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expenses to be incurred in connection with the offer and 
sale of the Common Stock, including underwriters’ compen- 
sation be, and the same hereby is, released and that the 
proposed transaction may be consummated, without further 
order, in accordance with Rule 24. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19048/June 17, 1975 


In the Matter of 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 
(70-5683) 


ORDER AUTHORIZING THE ISSUANCE AND SALE OF 
SHORT-TERM PROMISSORY NOTES TO BANKS 


New Orleans Public Service Inc. (““NOPSI’”’), an electric 
utility subsidiary company of Middle South Utilities, Inc., a 
registered holding company, has filed a declaration with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) regarding 
the following proposed transactions. 


NOPSI proposes to issue and sell short-term notes to a group 
of banks from time to time through December 31, 1976. The 
maximum aggregate principal amount of notes outstanding 
at any one time shall not exceed the lesser of $18,000,000 
or 10% of the capitalization of the company, which is the 
maximum amount of unsecured borrowing permissible under 
the provisions of NOPSI‘s Restated Articles of Incorporation 
without the consent of the holders of a majority of the 
total number of shares of preferred stock outstanding. 
Applying this formula to the company’s capitalization at 
March 31, 1975, an aggregate principal amount of 
$21,442,699 of promissory notes would be issuable. 


The proposed notes are to be issued and sold to the banks as 
listed below, will be due not more than nine months from 
date of issuance, will bear interest at the prime rate in effect 
at the time of borrowing, and are to be prepayable in whole 
or in part at any time without premium: 
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Proposed 


Maximum Maximum 
Present Additional Loans to be 
Loans Loans Outstanding 
Whitney National 
Bank of New 
Orleans $3,000,000 $ 5,100,000 $ 8,100,000 
Hibernia National 
Bank in New 
Orleans 2,000,000 1,500,000 3,500,000 
First National Bank 
of Commerce in 
New Orleans PLU 3,000,000 3,000,000 
National American 
Bank of New 
Orleans . os 2,400,000 2,400,000 
Chase Manhattan 
Bank a 1,000,000 1,000,000 





Total $5,000,000 $13,000,000 $18,000,000 





No commitment fee and no compensating balances are 
required for any of the proposed borrowings. 


It is further stated that the net proceeds to be received 

by NOPSI from the issuance and sale of the notes, together 
with other funds available from time to time from opera- 
tions, will be applied principally to the company’s con- 
struction program which is expected to result in expendi- 
tures of approximately $19,000,000 in 1975 and 
$20,500,000 in 1976. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 18995), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said declaration 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provision of 
the Act and rules thereunder, that said declaration be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Ftizsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19049/June 17, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 
(70-5659) 


ORDER RELEASING JURISDICTION 


By order dated May 30, 1975 (HCAR No. 19013), Jersey 
Central Power & Light Company (‘Jersey Central’’), an 
electric subsidiary company of General Public Utilities 
Corporation, a registered holding company, was authorized 
by this Commission to issue and sell 250,000 additional 
shares of its Cumulative Preferred Stock (the ‘““New 
Preferred Stock’’) in a negotiated public underwriting 
through a group of underwriters, including and represented 
by Merrill Lynch, Pierce, Fenner & Smith, Incorporated 
and Kidder, Peabody & Co., Incorporated. 


In said order of May 30, 1975, jurisdiction was reserved 
with respect to the terms and conditions of the New Pre- 
ferred Stock, including the dividend rate and the price to 
Jersey Central. 


Jersey Central has filed a post-effective amendment to the 
application-declaration in this proceeding informing the 
commission that the price at which the New Preferred Stock 
is to be initially offered to the public is $100 per share. 

The price which Jersey Central will receive is $100 per share. 
Jersey Central will pay underwriting compensations of $3.85 
per share. The dividend rate will be 11%, resulting in an 
effective interest cost to Jersey Central of 11.44%, after 
deducting underwriting compensation from the proceeds of 
the offering. The New Preferred Stock will be redeemable at 
the option of Jersey Central in whole or in part at $110 per 
share on or before June 1, 1980; at $108 per share thereafter 
and on or before June 1, 1985, at $105 per share thereafter 
and on or before June 1, 1990; and at $101 per share there- 
after; plus, in each case dividends accrued to the redemption 
date. In addition, the sinking fund will commence on June 1. 
1980 and retire annually 5% of the number of shares of the 
New Preferred Stock that are originally issued at $100 per 
share, plus accrued dividends to the redemption date of 
June 1 of each year. 


The Board of Public Utility Commissioners of New Jersey 
has authorized the issuance and sale of the New Preferred 

Stock. No other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


Upon the basis of the facts in the record, amended as above 


indicated, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
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adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that the jurisdiction heretofore reserved be 
released: 


IT IS ORDERED that the jurisdiction heretofore reserved 
be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19050/June 18, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 
(70-5670) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY FOR SUBSIDIARY COMPANY 


Allegheny Power System, Inc. (“APS"’), a registered holding 
company, has filed a declaration and an amendment there- 
to with this Commission pursuant to Sections 12(b) 

and 12(f) of the Public Utility Holding Company Act of 
1935 (“Act’’), regarding the following proposed transaction. 


APS proposes to act as surety for its electric utility sub- 
sidiary company, Monongahela Power Company 
(“Monongahela”), in connection with a certain Monon- 
gahela rate proceeding now pending before the Public 
Service Commission of West Virginia (“state commission”). 
Monongahela has filed tariffs with the state commission 
containing a revision of rates and charges, to become ef- 
fective on June 28, 1975. The state commission is currently 
investigating the reasonableness of the revised rates and 
charges, and has suspended their effect pending final 

order, which has not yet issued. The purpose of the 
proposed transaction is to enable Monongahela, as per- 
mitted by West Virginia law, to begin applying the new 
increased rates prior to completion of the state commission 
investigation, hearing, and decision thereon. It is anticipated 
that the state commission will require Monongahela to 
enter into a bond securing the prompt refund by 
Monongahela to those entitled thereto of all amounts 
Monongahela, under said tariffs, shall collect or receive in 
excess of such rates and charges as may be finally fixed 

by the state commission, plus interest at such rate per 
annum as the state commission may order. It is expected 
that the amount of the bond will not exceed 
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$31,000,000, which is the estimated additional annual 
revenue that the new rates will provide. 


The fees and expenses to be paid, including legal fees, are 
estimated as not to exceed $2,200. It is stated that aside 
from the rate proceeding described herein, no state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19002), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the applic- 
able standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19051/June 18, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 
(70-5668) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK TO SHAREHOLDERS PURSUANT 
TO DIVIDEND REINVESTMENT PLAN 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 
{““Act’’) and Rule 50(a)(1) promulgated thereunder regard- 
ing the following proposed transactions. 


GPU proposes to issue and sell common stock to its com- 
mon stockholders pursuant to an “Automatic Dividend Re- 
investment Plan” (“Plan’’), which will be administered by 















-—- of &. © Gk S&S = = a 


_ tt Oe pt 











Hartford National Bank and Trust Company of Hartford, 
Connecticut, as ““Agent” for the participating shareholders. 
Under the Plan, a holder of GPU common stock may elect 
to have his dividends automatically invested in additional 
common stock of GPU. Dividends to be so invested will 
also include dividends received on the shares held by the 
Agent for the participant’s account. The price of the shares 
to be issued by GPU to the participants on any dividend 
payment date will be the average of the high and low 

sales price for such shares on the New York Stock 
Exchange on the dividend payment date, or, if the New 
York Stock Exchange is closed on the dividend payment 
date, the next preceding day on which it is open. The 
shares purchased through the Agent will be held for the 
exclusive benefit of the participants in the Plan. 


A participant may at any time withdraw full shares in his 
account under the Plan without terminating his participa- 
tion in the Plan. Fractional share interests will be paid in 
cash, based on the then current market price of GPU com- 
mon shares on the New York Stock Exchange at the time 
of the sale of such fractional share. A participating stock- 
holder must affirmatively terminate his enrollment in 

the Plan to end his participation and he may do so on a 
dividend payment date if his instructions to do so are 
received by the Agent’s Dividend Reinvestment Section 
on or before the tenth day after the dividend payment 
date. If the instructions are received after the tenth day, 
the dividend payment for that quarter will be reinvested. 
The participant’s entire account will then be terminated 
under the Plan, and certificates for whole shares credited 
to his account under the Plan will be issued and cash 
payment will be made for any fractions of shares. 


If a participant disposes of all shares of common stock 
registered in his name, the Agent will request instructions 
regarding the disposition of the shares held for his account 
under the Plan. Pending instructions in such a case, the 
Agent will continue to reinvest the dividends on the 

shares credited to his account until otherwise notified. 

A quarterly statement will be issued to each participating 
stockholder indicating the status of his stock interest 

in the Plan. 


There are no out-of-pocket expenses to participating 
stockholders upon entry into the Plan or for participation 
therein. GPU will pay the expenses in connection with the 
offering and administration of the Plan. 


Common stock purchased under the Plan will be registered 
in the name of the Agent’s nominee for participants in 

the Plan. The participants will have the same rights and 
privileges with respect to shares purchased under the Plan 
as they do with respect to shares acquired in any other 
manner. Any shares held in the Plan for participants will 
be voted only as the stockholders direct. Voting rights 
include fractions of a share. 


GPU proposes initially to offer up to 5,341,998 shares 
under the Plan. It proposes to apply annually for authoriza- 
tion to continue the Plan. Upon written notice to the 
participants, GPU’s board of directors may wholly or 
partially amend, modify or discontinue the Plan. 


The proceeds realized from the sale of the common stock 
under the Plan will be used by GPU for additional invest- 
ment in its subsidiaries, to reimburse its treasury for invest- 
ments theretofore made and/or to repay a portion of GPU’s 
short-term indebtedness as may be outstanding from time to 
time. As of March 31, 1975, GPU had $77,500,000 out- 
standing in notes payable to banks, due within one year. 


It is stated that no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. The fees and expenses to be 
incurred in connection with the proposed transactions are 
estimated at $430,000, including legal fees of $45,000, 
printing fees of $150,000, and a dividend reinvestment 
agent fee of $85,000. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 18999), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions prescribed 

in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19052/June 18, 1975 


In the Matter of 
PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-4549) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
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LOANS TO UNAFFILIATED COAL COMPANY BY 
ELECTRIC UTILITY COMPANY, EXTENSION OF 
TIME TO MAKE LOANS TO TWO UNAFFILIATED 
COAL COMPANIES AND EXTENSION OF MATURITY 
BY LOANS TO BOTH COAL COMPANIES 


Pennsylvania Electric Company (‘‘Penelec”’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, has filed 
with this Commission post-effective amendments to 
the application, as previously amended, filed in this 
proceeding pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (““Act”’), 
regarding the following proposed transactions. 


In prior orders in this proceeding, Penelec was authorized 
by this Commission to acquire through December 30, 
1975, promissory notes to be issued by two nonaffiliated 
mining companies, The Helen Mining Company (“Helen’’) 
and Helvetia Coal Company (‘Helvetia’), which are 
engaged in developing coal mines for the Homer City 
Generating Station (‘Homer Station’’), in which station 
Penelec owns a 50% interest, (HCAR Nos. 15899 
(November 17, 1967), 16773 (July 1, 1970), 16909 
(November 25, 1970), 17064 (March 24, 1971), 17396 
(December 15, 1971), 17581 (May 26, 1972), 17738 
(October 26, 1972), 18207 (December 3, 1973) and 
18706 (December 11, 1974)). Such notes bear interest at 
1%% above the prime interest rate in effect from time to 
time. The other 50% interest in the Homer Station is held 
by New York State Electric & Gas Corporation (‘““NYSEG”), 
a utility unaffiliated with Penelec. 


It is stated that in order to meet expected coal burn 
requirements for a new unit presently under construction 

at the Homer Station, Helvetia’s production should be 
increased from its present 1.6 million tons per year to 

2.4 million tons per year by 1977. Additional financing of 
$9,500,000 is stated to be required to provide the additional 
capacity. Penelec’s share of such financing amounts to 
$4,750,000. 


The Penelec and NYSEG loans to Helvetia were previously 
contemplated to be repaid through permanent financing 
of the Helvetia operations by December 31, 1975. It is 
now represented that with the present condition of the 
capital markets, it does not appear that the necessary 
permanent capitalization can be arranged by that date. 
Therefore, Penelec now seeks authorization to (a) 
increase the amount of loans that it may make to 
Helvetia by $4,750,000 to an aggregate of $12,250,000, 
(b) acquire notes of Helvetia until March 30, 1977 

and (c) extend the maturity of the notes previously 
acquired from Helvetia to March 31, 1977. 


The Penelec and NYSEG loans to Helen were previously 
contemplated to be repaid through permanent financing 
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of the Helen operations by November 30, 1975. It is now 
stated that because of the present conditions of the capital 
markets, it does not appear that the necessary permanent 
financing can be arranged for Helen by that date. Helen also 
advises that its capital requirements have been curtailed 
recently because of delays and long lead times associated 
with the delivery of mining equipment resulting in a 
$2,000,000 balance which may be advanced by Penelec 
and NYSEG through December 30, 1975. It is stated that 
this balance is required for capital construction but will 

not be required until after December 30, 1975. Therefore, 
Penelec requests authority to (a) acquire notes of Helen 
through March 30, 1977 and (b) extend the maturity of 
Notes previously acquired from Helen until March 31, 1977. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration, as 
further amended by said post-effective amendments, has 
been given in the manner prescribed by Rule 23 promul- 
gated under the Act (HCAR No. 19004), and no hearing has 
been requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as further amended by said post-effective 
amendments, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendments, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and 


conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19053/June 18, 1975 


In the Matter of 
MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-5672) 


ORDER RELEASING JURISDICTION 


























By order dated June 2, 1975, in this proceeding (HCAR 

jo. 19022), Mississippi Power & Light Company 
“Mississippi’’), an electric utility subsidiary company of 
Middle South Utilities, Inc., a registered holding company, 
was authorized to conduct certain transactions relating 

to the financing of pollution control facilities. In connec- 
tion therewith, Bolivar, Adams, and Hinds Counties, 
Mississippi, are issuing pollution control revenue bonds 

in aggregate principal amounts of $825,000, $625,000, 
and $950,000, respectively. 


in said order of June 2, 1975, jurisdiction was reserved 

with respect to the semi-annual installment payment obliga- 
tions to be undertaken by Mississippi pursuant to install- 
ment sales agreements with the three counties, insofar 

as such payments are affected by the effective interest 

rates of the respective pollution control revenue bonds. 
Mississippi has filed‘an amendment in this proceeding 
informing the Commission’ that the three counties have 
completed arrangements for the sale of the pollution 

control revenue bonds and that said pollution bonds will 
bear interest rates resulting in an effective cost of money 

to the counties of from 6.0% to 8.5% per annum, depending 
upon the year of maturity. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the jurisdiction heretofore 
reserved with respect to Mississippi's payment obligations 
as affected by the three counties’ bonds be released: 


IT IS ORDERED that said jurisdiction heretofore reserved 
be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19054/June 19, 1975 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
And Its Subsidiary Companies 
Wilmington, Delaware 

(70-4981) 


ORDER RELEASING JURISDICTION OVER ACCOUNT- 
ING IN RESPECT OF TAX ALLOCATIONS PREVIOUSLY 
AUTHORIZED UNDER RULE 45 


By Order dated June 12, 1973 (HCAR No. 18000), The 
Columbia Gas System, Inc. (‘Columbia’), a registered 
holding company, was authorized to allocate the System’s 
consolidated Federal income taxes, for the years 1973 and 
1974, among the System companies in a manner differing 
in certain respects from the method prescribed by Rule 
45(b)(6) promulgated under applicable provisions of the 
Public Utility Holding Company Act of 1935 (““Act’’). 
Among the companies principally affected by said authori- 
zation was Columbia’s non-utility subsidiary, Columbia Gas 
Development of Canada Ltd. (““Development Canada”), 
which since its organization in 1971 has been engaged in ex- 
ploration and development activities in Canada. Among 
other things, the authorization permitted Development 
Canada to receive in cash the equivalent of reductions in 
the Columbia System’s consolidated Federal income tax 
liabilities attributable to Development Canada’s tax losses, 
arising from its tax-deductible exploration and development 
expenses, contributed to the consolidated tax returns. The 
Internal Revenue Service has ruled that Development 
Canada, though a Canadian corporation, could be treated as 
a United State corporation for Federal tax purposes; and 
Columbia has elected to treat it as such in the System's con- 
solidated Federal income tax returns as well as for purposes 
of Rule 45(b)(6). 


At the time of the above authorization, the related account- 
ing procedures to be adopted by Development Canada had 
not yet been fully determined, and the Order of June 12, 
1973 reserved jurisdiction to pass upon the accounting. By 
relevant amendments in this proceeding, the record has been 
completed. 


In accordance with “full cost” accounting, Development 
Canada’s exploration and development costs wil! be 
capitalized on its books and amortized on a unit-of-produc- 
tion basis as the related gas or oil is produced. The related 
tax credit cash received by Development Canada from the 
Columbia System in accordance with the authorization 
granted by said Order of June 12, 1973, will be deferred, 
and will thereafter be amortized on a unit-of-production 
basis. 


It is stated that under present Canadian tax law, Develop- 
ment Canada could suffer adverse tax consequences in re- 
spect of such cash received by it. To obviate this possibility 
it is proposed, and stated to be consonant with applicable 
Canadian law, that in respect of such cash received by it, 
Development Canada will issue to Columbia an equal face 
amount of non-interest-bearing Notes. Such Notes, tanta- 
mount to a deferred income tax account, would thereafter 
be repaid on a unit-of-production basis for payment of 
future Federal income taxes allocated to Development 
Canada on a consolidated basis. In the event, which 
Columbia considers unlikely, that any of the Notes remain 
outstanding at the end of the related production cycle 
Columbia proposes to make a capital contribution to De- 
velopment Canada sufficient to discharge any such balance 
of Notes. Concurrently, any related amount of exploration 
and development expenses remaining unamortized on its 
books would be written off by Development Canada. 


SEC DOCKET/215 








It is stated that the cash tax credits received by Develop- 
ment Canada amounted to $6,525,000 and $3,053,000 

for 1973 and 1974, respectively; and that such amount of 
non-interest-bearing Notes will be issued to Columbia in 
respect of those years pursuant to the proposed-accounting 
procedure. 


Upon the basis of the facts in the record, amended as 
above indicated, it is hereby found that the provisions 

of the Act and rules thereunder applicable to the pro- 
posed accounting procedure and to the transactions related 
thereto are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that the 
jurisdiction heretofore reserved should be released: 


IT 1S ORDERED that the jurisdiction heretofore reserved 
by said Order of June 12, 1973, be, and the same hereby 
is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8820/June 13, 1975 


In the Matter of 


OPPENHEIMER FUND, INC. 

OPPENHEIMER A.1.M. FUND, INC. 
OPPENHEIMER TIME FUND, INC. 
OPPENHEIMER INCOME FUND, INC. 
OPPENHEIMER SPECIAL FUND, INC. 

and 

OPPENHEIMER MANAGEMENT CORPORATION 
One New York Plaza 

New York, New York 10004 

(812-3807) 


NOTICE OF APPLICATION FOR AN ORDER PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 

FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Oppenheimer Fund, 
Inc., Oppenheimer A.I.M. Fund, Inc., Oppenheimer Time 
Fund, Inc., Oppenheimer Income Fund, Inc. and 
Oppenheimer Special Fund, Inc. (collectively referred 

to as the ““Funds’’) each of which is registered as an open- 
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end investment company under the Investment Company 
Act of 1940 (the ““Act’’) and Oppenheimer Management 
Corporation (““OMC"’) (collectively referred to with the 
Funds as the “‘Applicants’’) have filed an application for an 
order pursuant to Section 6(c) of the Act for exemption 
from Section 22(d) of the Act and Rule 22d-1 thereunder, 
in connection with the transactions described below. OMC 
acts as investment adviser and principal underwriter of each 
Fund. All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
shall sell any redeemable security to any person except at 

a current public offering price described in the prospectus. 
Shares of each of the Funds are currently offered to the 
public at a price based on net asset value plus a sales 
charge that varies with the quantity of securities purchased. 
Rule 22d-1 permits certain variations in sales load, none of 
which, the application states, are applicable to the proposed 
transactions. 


Applicants propose to offer to the shareholders of any Fund 
the option of having their income dividends and capital 
gains distributions, or either, automatically reinvested at net 
asset value without a sales charge in the shares of any one 
of the other Funds in which the shareholder in question has 
an established account. 


It is also proposed that shareholders of Oppenheimer 
Monetary Bridge, Inc. (““Bridge’’), an open-end investment 
company registered under the Act for which OMC acts as 
investment adviser and principal underwriter, be offered the 
option on the terms set forth above of having their income 
dividends automatically reinvested at net asset value without 
a sales charge in the shares of any one of the Funds in which 
the shareholder in question has an established account and 
that the shareholders of any of the Funds be offered the 
option on the terms set forth above of having their income 
dividends and capital gains distributions, or either, invested 
in shares of Bridge if the shareholder in question has an es- 
tablished account in Bridge; Bridge is not a party to the 
application since the public offering price of its shares is 
their net asset value without a sales charge and therefore the 
issuance of its shares at net asset value pursuant to the pro- 
posed option would not be in violation of Section 22(d) of 
the Act. 

Applicants represent that the requirement of having an 
established account is necessary to reduce the likelihood of 


small new accounts resulting from the exercise of the option. 


Such dividends or distributions would be reinvested pur- 
suant to this option at the net asset value per share of the 
Fund whose shares were being acquired (the “‘issuing 
Fund”) on the dividend or distribution payment date of the 
Fund whose dividend or distribution is used to make the in- 
vestment (the “‘paying Fund’). No sales commission would 





















nd there will be no service charge. None of the Funds 
would bear any expense pursuant to the proposed option 
other than transfer agency costs and the costs of furnishing 
prospectuses of the issuing Funds. 


e received by OMC or any dealer on any such reinvestment 


Prospectuses of the issuing Funds will be available from 
dealers or will be sent to shareholders who notify the 
transfer agent of the paying Fund directly of a desire to 
elect the option. A shareholder will be permitted to cancel 
the option by written notice to the transfer agent of the 
paying Fund. 


Applicants state that the purpose of the proposed reinvest- 
ment option is to give the shareholders of any Fund the 
opportunity to invest their dividends and distributions 

at no sales charge in the shares of any other Fund in which 
they have established accounts; thus, each shareholder 
using the option will already have selected the shares of 
the issuing Fund as an investment medium and may make 
additional investments in the shares of the issuing Fund 
while maintaining his initial investment in the shares 

of the paying Fund. 


Applicants state that the shareholders of each of the 
Funds could, in effect, accomplish reinvestment in 
shares of any of the other Funds by electing to receive 
dividends and/or distributions in additional shares of 

the paying Fund and then exchanging such additional 

shares for shares of the issuing Fund pursuant to the 

exchange privilege described in the Funds’ current pro- 
spectuses. The proposed privilege would permit such 
reinvestment without the payment of the $5.00 service 
fee applicable to such exchanges. 


Section 6(c) provides, in pertinent part, that the Commis- 
sion by order upon application, may conditionally or 
unconditionally exempt any person, security, or trans- 
action or any class or classes of persons, securities, or trans- 
actions from any provision or provisions of the Act 

and the Rules promulgated thereunder, if and to the 

extent such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 8, 1975, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 

his interest, the reason for such request, and the issues, 

if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 








of mailing) upon Applicants at the address stated above 
Proof of such service (by affidavit, or in the case of an at- 
torney-at-law, by certificate) shall be filed contempor 
aneously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act an order 
disposing of the application will be issued as of course fol- 
lowing said date, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8821/June 13, 1975 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 

Minneapolis, Minnesota 55402 

(812-3777) 


ORDER PURSUANT TO SECTION 28(c) APPROVING 
AMENDMENT TO DEPOSITORY AGREEMENT RELAT- 
ING TO FACE-AMOUNT CERTIFICATE COMPANY 


Investors Syndicate of America, Inc., a face-amount certifi- 
cate company registered under the Investment Company 
Act of 1940 (“Act’’), has filed an application for an order 
pursuant to Section 28(c) of the Act approving an amend- 
ment to a depository agreement to cover a new series of 
face-amount certificates, to be designated Series SP 75. 


On May 16, 1975, a notice (Investment Company Act Re- 
lease No. 8793) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public inter- 
est and consistent with the protection of investors. 


IT iS ORDERED, pursuant to Section 28(c) of the Act, that 


the proposed amendment to the depository agreement as set 
forth in the application be, and hereby is approved. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8822/June 13, 1975 


In the Matter of 


INVESCO INCOME FUND, INC. 
34 Peachtree Street 

Atlanta, Georgia 30303 
(811-2373) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Notice is hereby given that on May 2, 1975, Invesco 
Income Fund, Inc. (““Applicant’’), registered as an open- 
end, diversified management investment company registered 
under the Investment Company Act of 1940 (“Act”), 
filed an application pursuant to section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in the 
Act. All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein which are summarized 
below. 


Applicant, which was incorporated on March 1, 1973, 

and proposed to operate pursuant to the Georgia Fiduciary 
Investment Company Act, registered under the Act on 
April 10, 1973, and filed a registration statement under 
the Securities Act of 1933 on April 10, 1973, which 

after amendment, became effective on May 29, 1973. 
Thereafter, Applicant discontinued the public sale and 
distribution of its shares. 


At the present time Applicant has no shareholders and 

no intention of ever selling any shares in the future. On 
March 31, 1975, Applicant’s Board of Directors authorized 
the filing of an application for an order declaring that 
Applicant has ceased to be an investment company and 
terminating Applicant under the Georgia Business 
Corporation Code. Upon the granting of the order re- 
quested herein, the Applicant will be dissolved as a 
corporation under the laws of the State of Georgia. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company 
has ceased to be an investment company, it shall so declare 
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by order, which may be made upon appropriate conditions 
if necessary for the protection of investors, and upon the 
taking effect of such order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 8, 1975, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issue, if any, 
of fact or law.proposed to be contraverted, or he may re- 
quest he be notified if the Commission should order a hear- 
ing thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served per. 
sonally or by mail (air mail if the person being served is lo- 
cated more than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of such service 
(by affidavit or in case of an attorney-at-law by certificate) 
shall be filed contemporaneously with the request as pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act. An order disposing of the 
application will be issued as of course following July 8, 
1975 unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8823/June 13, 1975 


In the Matter of 


INVESCO EQUITY FUND, INC. 
34 Peachtree Street 

Atlanta, Georgia 30303 
(811-2209) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


Notice is hereby given that on May 2, 1975, Invesco Equity 
Fund, Inc. (‘‘Applicant’’), registered as an open-end, 
diversified management investment company under the 
Investment Company Act of 1940 (““Act’’), filed an appli- 
cation pursuant to Section 8(f) of the Act for an order of 
















ns 









the Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein which are summarized below. 


Applicant, which was incorporated on August 26, 1970, 
and which proposed to operate pursuant to the Georgia 
Fiduciary Investment Company Act, registered under 

the Act on July 12, 1971, and filed a registration state- 
ment under the Securities Act of 1933 on July 13, 1971, 
which, after amendment, became effective on August 21, 
1972. A post-effective amendment of the Applicant 

under the 1933 Act became effective on August 22, 1973. 
Thereafter, Applicant discontinued the public sale and 
distribution of its shares. 


At the present time Applicant has no shareholders and no 
intention of ever selling any shares in the future. On 

March 31, 1975, Applicant’s Board of Directors authorized 
(1) the filing of an application for an order declaring that 
Applicant has ceased to be an investment company and 
terminating the registration of the Applicant, and (2) 

the dissolution of the Applicant under the Georgia Business 
Corporation Code. Upon the granting of the order re- 
quested herein, the Applicant will be dissolved as a cor- 
poration under the laws of the State of Georgia. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order, which may be made upon appropriate 
conditions if necessary for the protection of investors, 
and upon taking effect of such order the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 8, 1975, at 5:30 p.m. submit to 
the Commission in writing a request for the hearing on the 
matter accompanied by a statement as to the nature of 

his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be contraverted, or he 

may request he be notified if the Commission should 

order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities andExchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit or in case of an attorney- 
at-law by certificate) shall be filed contemporaneously 

with the request as provided by Rule 0-5 of the Rules 

and Regulations promulgated under the Act. An order 
disposing of the application will be issued as of course 
following July 8, 1975 unless the Commission thereafter 


_ Orders a hearing upon request or upon the Commission's 


Own motion. Persons who request a hearing, or advice as 








to whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8824/June 16, 1975 


See Securities Act Release No. 5591/June 16, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8825/June 16, 1975 


In the Matter of 


THE PAUL REVERE LIFE INSURANCE COMPANY 
Worcester, Massachusetts 

and 

PAUL REVERE INVESTORS, INC. 

(812-2978) 


NOTICE OF FILING OF APPLICATION TO AMEND 
ORDER PURSUANT TO SECTION 17(d) OF THE IN- 
VESTMENT COMPANY ACT OF 1940 AND RULE 174¢-1. 


NOTICE IS HEREBY GIVEN that the Paul Revere Life 
Insurance Company (“Insurance Company”) and Paul 
Revere Investors, Inc. (the ““Fund”), a registered closed-end 
investment company, have filed an application for an 
amendment to the Commission’s Order dated September 
30, 1971 under Section 17(d) of the Investment Company 
Act of 1940 (“Act’’) and Ruie 17d-1 (Investment Company 
Act Release No. 6753). The Commission’s Order was en- 
tered pursuant to an application filed with the Commission 
by the Insurance Company and the Fund on June 21, 1971 
(File No. 812-2978). All interested persons are referred to 
the application on file with the Commission for a full state- 
ment of the representations therein which are summarized 
below. 

The Fund is advised by The Paul Revere Equity Manage- 
ment Company (the “’Adviser’’), a wholly-owned sub- 
sidiary of the Insurance Company, and is designed to enable 
shareholders of the Fund to participate in direct placements 
of a kind being acquired by the Insurance Company. In 
essence, the Commission order authorized the Insurance 
Company and the Fund to enter into and effect an arrange- 
ment pursuant to which they invest concurrently in each 
issue of securities suitable for purchase by the Fund which 
is purchased by the Insurance Company or the Fund at 
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direct placement. Among the conditions of the order is the 
requirement that all direct placements in which the Insur- 
ance Company invests, and which are consistent with the 
Fund's investment policies, be shared equally by the In- 
surance Company and the Fund unless in the judgment of 
the Fund’s board of directors (i) 85% or more of the assets 
of the Fund are invested in direct placements (ii) the 

Fund has insufficient cash to make the investment, and (iii) 
the sale of the Fund’s portfolio securities to provide cash 
for such investment is inadvisable. The conditions of the 
proviso clause are cumulative; each condition must be met 
before a participation may be rejected. The board's de- 
termination must be concurred in bya majority of these 
directors who are not “interested persons” (as defined in 
the Act). 


Applicants represent that for reasons over which the 

Fund, the Adviser and the Insurance Company have had 

no control, the Fund has as yet been unable to accomplish 
its intention of becoming fully-invested in direct place- 
ments. However, alternative investments within the Fund’s 
investment policies have permitted the Fund to achieve its 
objective of generating increasing dollar amounts of income 
over the long term. Applicants state that the Fund, there- 
fore, is in circumstances which were not anticipated when 
the Commission’s order was entered. 


As of December 31, 1974, approximately 45% of the Fund’s 


assets were invested in securities acquired in direct place- 
ments and the remaining 55% of its assets were invested 
almost entirely in publicly traded debt securities. The 
board of directors of the Fund, and the Adviser, are now 
concerned that adherence to the requirement that the 
Fund participate equally in all of the direct placements 
which are suitable for investment by the Fund in which 
the Insurance Company participates until 85% of the 
Fund's assets are so invested could adversely affect the 


Fund. This would occur if the Fund were forced to liquidate 


portfolio securities in order to participate in direct place- 
ments in which the Insurance Company wishes to invest 
but which are less attractive than the Fund’s existing 
investments. The board of directors of the Fund, with the 
concurrence of the board of directors of the Insurance 
Company, proposes to modify the arrangement in situa- 
tions where sound investment advice dictates that the 
Fund not liquidate any portfolio securities. 


Therefore, the proposed modification is designed to afford 
the board of directors of the Fund, with the specific 
concurrence of a majority of the directors who are not 
“interested persons’, an opportunity to determine that 
the Fund will not participate in a direct placement accept- 
able to the Insurance Company. Under its proposed 
modification the Fund would not have to participate in 
every direct placement suitable for the Fund in which 

the Insurance Company participates if, in the opinion 

of such directors, participation by the Fund would require 
the liquidation of portfolio securities of the Fund which 
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more suitably fulfill the Fund’s investment objectives than 
would the direct placement. 


Pursuant to the requested modification of the arrangement, 
paragraph (3) of the Order would read as follows: 





**(3) All securities which the Insurance Company is 


prepared to purchase at direct placement and which : 

would be consistent with the investment policies of the 

Fund will be shared equally by the Insurance Company r 

and the Fund unless . 

(a) 85% or more by value of the assets of the Fund are : 
invested, in accordance with the investment policies b 
of the Fund, in long-term obligations or preferred p 
stocks purchased directly from the issuers or in 
equities acquired either in connection with such A 
purchases or as a result of the exercise of rights or oi 
other options so acquired, or ps 

(b) there is insufficient cash and cash equivalents to : 


make the investment and (i) the investment adviser 
to the Fund has informed the Fund’s board of tt 
directors that in the adviser’s opinion it would not 














be in the best interests of the Fund to liquidate 2 
portfolio securities to.obtain monies to make the . 
investment, and (ii) the board of directors of the a 

fund, with the specific concurrence of a majority Fi 

of those directors who are not “interested persons” if 

(as defined in the Act) of the investment adviser, Ds 

nor affiliated persons of the Insurance Company, in 

concur in the adviser’s opinion, or by 

(c) the purchase by the Fund would be inconsistent ” 
with the provisions of any commission order ' 

granted on the Application or otherwise then in A 

effect, or = 

(d) the Commission by order otherwise permits. 
Rule 17d-1 adopted by the Commission under Section 17(d) * 
of the Act provides that “‘no affiliated person of . . . any NO 
registered investment company . . . , acting as principal, shall on 
participate in, or effect any transaction in connection with to 
any joint enterprise or other joint arrangement or profit th 
sharing plan in which any such registered company .. . is a of 
participant, and which is entered into, adopted or modified ny 
subsequent to the effective date of this rule, unless an ap- m 
plication regarding such joint enterprise, arrangement or on 
profit sharing plan has been filed with the Commission and be 
has been granted by an order entered. . .prior to such adop- sic 
tion or modification.” It is also provided that in passing be 
upon such applications, the Commission will consider be 
whether the participation of such registered or controlled of 
company in such joint enterprise, joint arrangement or pro- Pri 
fit sharing plan on the basis proposed is consistent with the att 
provisions, policies and purposes of the Act and the extent on 
to which such participation is on a basis different from or th 
less advantageous than that of other participants. i 









all have present authority from time to time to make, 


orders as are necessary or appropriate to the exercise of 
the powers conferred upon the Commission elsewhere in 
this title... ."” Finally, Paragraph 8 of the present order 


the Commission on notice and opportunity for hearing.” 


Applicants represent that the arrangement as modified 
would be consistent with the provisions, policies and 
purposes of the Act and that the:participation of the 
Fund in the joint arrangement, as modified, would not 
be on a basis less advantageous than that of the other 
participants. 


adequately protected if the proposed amendment to the 
order is adopted. If sufficient cash and cash equivalents 
are available, the Insurance Company and the Fund will 
participate equally in the direct placements as originally 
contemplated. If the Fund does not have sufficient cash, 
the Adviser will determine whether the Fund should 


securities. If the Adviser concludes that sale of publicly 
traded securities in the Fund’s portfolio in an amount 
sufficient to make the direct placement is advisable, the 


If the Adviser determines that in its opinion the Fund 
in a particular direct placement proposed for investment 


and a majority of the Fund’s directors who are not 
“interested persons’, will be required to review the 
Adviser's reasons for its conclusion and to concur with 


to participate without the Fund. If the board disagrees 
with the Adviser’s conclusion, the Fund will participate 
together with the Insurance Company. 


may, not later than July 11, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 


if any, of fact or law proposed to be controverted or he 


be served personally or by mail (air mail if the person 


Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 

_ the Rules and Regulations promulgated under the Act, 













Section 38(a) of the Act provides that “’(t)he Commission 


issue, amend and rescind such rules and regulations and such 


provides that ‘’(t)his order may be modified or revoked by 


Applicants represent that shareholders of the Fund will be 


participate in the direct placement by liquidating portfolio 


Fund will participate equally with the Insurance Company. 
'§ should not sell portfolio securities in order to participate 


by the Insurance Company, the Fund’s board of directors, 


the conclusion in order to permit the Insurance Company 


NOTICE IS FURTHER GIVEN that any interested person 


of his interest, the reason for such request and the issues, 


may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shall 


being served is located more than 500 miles from the point 
of mailing) upon Applicants at the addresses stated above. 


an order disposing of the matter will be issued as of course 





following July 11, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8826/June 18, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 463/June 18, 1975 


NOTICE OF RESCISSION OF RULE 3c-4 UNDER THE 
INVESTMENT COMPANY ACT OF 1940 AND RULE 
202-1 UNDER THE INVESTMENT ADVISERS ACT 
OF 1940. 

(File No. 4-149) 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission (“Commission”) has determined to 
rescind Rule 3c-4 under the Investment Company Act of 
1940 (“Investment Company Act”’) and Rule 202-1 under 
the Investment Advisers Act of 1940 (“Advisers Act’’) 
(hereinafter collectively referred to as “‘Rules’’). These 
Rules exempted issuers of variable life insurance contracts 
which met certain specific requirements and certain invest- 
ment advisers thereto from the provisions of the Investment 
Company and Advisers Acts. 1/ 


On February 27, 1975, the Commission announced with- 
drawal of proposed amendments to the Rules and proposed 
to rescind the Rules. 2/ While rescission of the Rules would 
result in the application of the Investment Company and 
Advisers Acts to variable life insurance contracts, their 
issuers and related persons, the Commission also announced 
its intention to propose a rule under Section 6(e) of the 
Investment Company Act which would conditionally exempt 
certain variable life insurance separate accounts from certain 
sections of thisAct and the rules thereunder while requiring 
full compliance with all other provisions of this Act and 
rules. 3/ 


Rule 3c-4 defined the term “insurance company” as used in 
Section 3(c)(3) of the Investment Company Act to include 
a separate account which was employed as the funding 
medium for variable life insurance contracts. For this pur- 
pose, the Rule defined a variable life insurance contract as 
any contract of insurance issued by an insurance company 
which, so long as premiums were paid when due, provided 
a death benefit which varied to reflect the investment ex- 
perience of a separate account established and maintained 
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by such insurance company and which met the four addi- 
tional criteria specified in paragraph (b) of the Rule. 


Rule 202-1 excluded from the definition of the term “ins 
vestment adviser” set forth in Section 202(a)(11) of the 
Advisers Act, an insurance company, or any affiliated 
company thereof to the extent that any advisory services 
performed were incidental to the conduct of the business of 
issuing any variable life insurance contract as defined in 
Rule 3c-4 under the Investment Company Act or any 
interest or participation in a separate account issued in 
connection with such contract. 


In adopting the Rules, and later in considering amendments 
thereto, the Commission expressed concern that regula- 
tions be developed by state insurance authorities which 
would provide investor protections substantially equivalent 
to relevant protections afforded by the Investment 
Company and Advisers Acts, and that such regulations be 
adopted prior to the sale to the public of variable life 
insurance contracts. Specifically, the Commission 

indicated that if substantial regulatory deficiencies existed 
and were not likely to be remedied, the Commission would 
consider whether it was necessary or appropriate to modify 
or rescind the Rules. 4/ These concerns prompted the 
Commission on September 20, 1973 to request comments, 
5/ and on January 31, 1974, to order a public hearing on 
proposed amendments to the Rules and on the Model 
Variable Life Insurance Regulation adopted by the 
National Association of Insurance Commissioners in 
December 1973. 6/ 


Based on the comments and testimony received in 
response to these releases, as well as the extensive prior 
submissions made throughout the Commission’s considera- 
tion of the status of variable life insurance under the 
federal securities laws, and the comments submitted in 
response to the proposal to rescind the Rules, and in light 
of the difficulties which have been and would be en- 
countered in developing and enforcing a regulatory pattern 
administered by diverse authorities which would afford 
protections to investors substantially equivalent to 
protections available under the Investment Company 
Act, the Commission has concluded that the exemptions 
provided by Rules 3c-4 and 202-1 would not assure 
necessary investor protections, including, but not limited 
to, prohibitions against excessive management fees, 
administrative fees and sales charges, controls to prevent 
unfair contract provisions with respect to redemption 

of contract-holder interests, management accountability 
to investors and independent review of the operations of 
the separate account, prohibitions against breaches of 
fiduciary duty, and private rights of action with respect 
to investor protection provisions. 


Accordingly, the Commission has determined that 


rescission of the Rules is necessary or appropriate in the 
public interest and consistent with the protection of 
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investors and the purposes fairly intended by the policies 
and provisions of the Investment Company and Advisers 
Acts, and therefore, pursuant to authority granted the 
Commission in Sections 6(c) and 38(a) of the Investment 
Company Act and Sections 202(a)(11), 206A and 211 (a) of 
the Advisers Act, the Commission has rescinded Rule 3c-4 
under the Investment Company Act and Rule 202-1 under 
the Advisers Act effective July 30, 1975. 


By the Commission 


George A. Fitzsimmons 
Secretary 


1/ Securities Act Rel. No. 5360, Securities Exchange Act 
Rel. No. 9972, Investment Company Act. Rel. No. 7644, 
Investment Advisers Act Rel. No. 359 (January 31, 1973). 


2/\nvestment Company Act Rel. No. 8690, Investment Ad- 
visers Act. Rel. No. 439 (February 27, 1975). The comment 
period for the proposal was to expire on March 31, 1975, 
but was extended to April 18, 1975 (Investment Company 
Act Rel. No. 8706, Investment Advisers Act Rel. No. 443 
(March 5, 1975)), and further extended to June 2, 1975 
(Investment Company Act Rel. No. 8761, Investment 
Advisers Act Rel. No. 453 (April 16, 1975)). 


3/ Investment Company Act Rel. No. 8691, Investment 
Advisers Act Rel. No. 440 (February 27, 1975). The 
comment period for this matter was to expire on April 18, 
1975 but was extended to June 2, 1975 (Investment 
Company Act Rel. No. 8760, Investment Advisors Act 
Rel. No. 452 (April 16, 1975)). 


4/ Securities Act Rel. No. 5360, Securities Exchange Act 
Rel. No. 9972 Investment Company Act Rel. No. 7644, 
Investment Advisers Act Rel. No. 359 (January 31, 1973) 
at 5. 


5/ Investment Company Act Rel. No. 8000, Investment 
Advisers Act. Rel. No. 391 (September 20, 1973). 


6/ Investment Company Act Rel. No. 8216, Investment 
Advisers Act Rel. No. 399 (January 31, 1974). 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8827/June 18, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 464/June 18, 1975 


NOTICE OF EXTENSION OF TIME FOR COMMENT ON 
NOTICE OF INTENTION TO PROPOSE A RULE UNDER 
SECTION 6(e) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR VARIABLE LIFE INSURANCE (File 

No. S7-554). 
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NOT 





e Securities and Exchange Commission (“Commission”) 
g. received a request for an extension of the comment 
period on its Notice of Intention to propose a rule under 
Section 6(e) of the Investment Company Act of 1940 
(“Investment Company Act’). An exemptive rule under 
Section 6(e) would exempt issuers of certain variable life 
insurance contracts, and affiliated persons thereof, from 
certain provisions of the Investment Company Act. 


In view of the request that the comment period be 
extended, the Commission has authorized an 

extension until August 29, 1975 of the due date for sub- 
mitting comments. The Commission desires a prompt 
determination with respect to its Notice of Intention to 
propose a rule under Section 6(e), but believes that this 
extension is appropriate and will not result in undue delay. 
The Notice of Intention to propose a rule under Section 
6(e) was published on February 27, 1975, in Investment 
Company Act Release No. 8691 (Investment Advisers 

Act Release No. 440) and provided for a comment period 
until April 18, 1975. In Investment Company Act 

Release No. 8760 (Investment Advisers Act Release No. 
452) this comment period was extended to June 2, 1975. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8828/June 18, 1975 


In the Matter of 


SCHRODER NAESS & THOMAS 
61 Broadway 

New York, New York 

(812-3821) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9({a) 
OF THE INVESTMENT COMPANY ACT OF 1940 AND 
ORDER OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION. 


NOTICE IS HEREBY GIVEN that Schroder Naess & 
Thomas (“Naess”) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 
(“Act”) for an order exempting Naess and any company 
of which it is presently an affiliated person, from the 
provisions of Section 9(a) of the Act and, without pre- 
judice to the Commission’s consideration of such applica- 
tion, for an order of temporary exemption from Section 
9(a) pending the Commission’s determination of the appli- 
ion for permanent exemption. All interested persons are 
referred to the application on file with the Commission 





for a statement of the representations made therein which 
are summarized below. 


Naess states that it is a division of Schroders Incorporated, 
and is an investment advisor registered with the Commission. 
Naess serves as an investment advisor to Naess & Thomas 
Special Fund (‘Fund’) and the Cheapside Dollar Fund 
Limited (‘’Cheapside’’), both of which are open-end 
investment companies registered under the Investment 
Company Act of 1940 (“the Act’’). 


On September 13, 1973 the Securities and Exchange Com- 
mission commenced an action pursuant to Section 21(e) 

of the Exchange Act against 29 individual and corporate 
defendants, including Naess and the Fund, to enjoin viola- 
tions of Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with the purchases of the common 
stock of Bio-Medical Sciences, Inc. On June 17, 1975 a 
Stipulation of Settlement was entered into between the 
plaintiff, Securities and Exchange Commission and Naess 
and the Fund and thereafter on June 18, 1975 a Final Judg- 
ment of Permanent Injunction by Consent and Order of 
Disgorgement and Restitution (the ““Judgment’’) was 
entered in the action permanently enjoining Naess and the 
Fund from using material non-public corporate informa- 
tion in connection with the purchase or sale of any secur- 
ities of Bio-Medical Sciences, Inc. in violation of Section 
10(b) and Rule 10b-5 and ordering the payment of the sum 
of $3,900 plus interest to certain parties, representing dis- 
gorgement of profits realized in connection with the pur- 
chase and sale of securities of Bio-Medical Sciences, Inc. 


Section 9(a)(2) of the Act, as here pertinent, makes it 
unlawful for any person who, by reason of any misconduct, 
is permanently or temporarily enjoined by order, judgment, 
or decree of any court of competent jurisdiction from 
engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security to 
serve or act in the capacity of employee, officer, director, 
member of advisory board, investment advisor or depositor 
of any registered investment company or principal under- 
writer for any registered open-end company, registered unit 
investment trust, or registered face amount certificate com- 
pany. Section 9(a)(3) makes it unlawful for a company, any 
affiliated person of which is ineligible by reason of Section 
9(a)(2), to serve or act in the enumerated capacities. 


Section 9(c) provides that upon application the Commission 
by order shall grant an exemption from the provisions of 
Section 9(a) either unconditionally or on an appropriate 
temporary or other conditional basis, if it is established 

that the prohibitions of Section 9(a), as applied to Naess and 
the Fund are unduly or disproportionately severe or that 

the conduct of such person has been such as not to make it 
against the pUblic interest or protection of investors to 

grant such application. 


Naess submits pursuant to Section 9(c) that the prohibitions 
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of Section 9(a) of the Act, to the extent applicable by 
virtue of the entry of the Final Judgment of Permanent 
injunction by Consent and Order of Disgorgement and 
Restitution would be unduly and disproportionately 
severe as applied to Naess and that the conduct’of Naess 
has been such as not to make it against the public interest 
or the protection of investors for the Commission to grant 
a permanent exemption from the provisions of Section 9(a) 
of the Act. In support thereof Naess states: 


(1) The prohibiton of Section 9(a) would deprive the 
Fund and Cheapside and their approximately 683 
shareholders of the services of their respective invest- 
ment advisors. 


(2) The activities of Naess with regard to the sale of 
Bio-Medical Sciences, Inc. were for the benefit of the 
Fund and not for the direct pecuniary benefit of Naess 
and there was no intent to violate the law. 


(3) In compliance with the terms of the Judgment 
entered against Naess and the Fund in this action, 

Naess has distributed to its security analysts, portfolio 
managers and any other personnel exercising investment 
discretion a formal written statement of policy with 
respect to the receipt and use of material non-public 
information and has undertaken to implement and 
supervise its employees’ compliance with this policy. 


(4) The employess of Naess who caused the Fund to 
purchase the stock of Bio-Medical Sciences, Inc. while 
allegedly in possession of material non-public informa- 
tion are no longer in the employ of Naess. 


(5) Naess has never before been required to apply for 
an exemption from the provisions of Section 9(a) 
of the Act. 


(6) The application of the law regarding the nature and 
prescribed uses of material inside information is 
complex and uncertain. 


The Commission has considered the matter and finds that: 


(1) the prohibitions of Section 9(a) might be unduly 
or disproportionately severe as applied to Naess in 
that the conduct of Naess has been such as not to 
make it against the public interest or protection of 
investors to grant the application for a temporary 
exemption from Section 9(a) pending determination 
of the application, and 


(2) in order to maintain the uninterrupted management 
of investment companies under the management of 
Naess it is necessary and appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act that the temporary order be issued 
forthwith. 
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Accordingly, 1T 1S ORDERED, pursuant to Section 9(c) of 
the Act that Naess and any company of which it is presently 
an affiliated person be and they are hereby temporarily ex- 
empted from the provisions of Section 9(a) of the Act, 
operative as a result of the entry of the injunction against 
Naess and the Fund in Securities and Exchange Commission 
v. F. L. Salomon & Co., et al., pending determination by 
the Commission of Naess’s application for an order uncon- 
ditionally exempting it and any company of which it is 
presently an affiliated person from the provisions of Section 
9(a) operative as a result of the entry of such injunction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 11, 1975, at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Naess care 
of Mssrs. Jacobs Persinger & Parker, Russell P. Duncan, Esq., 
70 Pine Street, New York, New York 10005. Proof of such 
service (by affidavit or in the case of an attorney-at-law 

by certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided in Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the Application herein may be issued by 
the Commission upon the basis of the information stated in 
said application, unless an order tor hearing upon said 
application shall be issued upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice of 
further development in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 462/June 17, 1975 


See Securities Exchange Act Release No. 11480/June 17, 
1975. 
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Release No. 463/June 18, 1975 
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See Investment Company Act Release No. 8826/ June 18, 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 464/June 18, 1975 





See Investment Company Act Release No. 8827/June 
18, 1975. 
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Litigation Release No. 6934/June 17, 1975 


SEC v. BERNARD H. HOROWITZ, ET AL. 
(S. D. FLA., Civ. Action No. 75-1009-Civ-JLK) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office, of the Securities 
and Exchange Commission, announced that on June 6, 
1975, a Complaint was filed in the United States District 
Court for the Southern District of Florida at Miami, 

pp Florida, seeking preliminary and permanent injunctions 
to prohibit alleged violations of Sections 5(a), 5(c), 
and 17(a) of the Securities Act of 1933 and Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 10b-5, 
thereunder, by Bernard H. Horowitz and David J. 
Horowitz, both of Miami Beach, Florida, in connection 
with the offer and sale of investment contracts and 
promissory notes issued by Equitable Development 
Corporation (“Equitable”) of Miami Beach, Florida. 


The Complaint alleged that the Horowitzes had been selling 
the securities of Equitable in violation of the registration 
provisions and the anti-fraud provisions of the Federal 
securities laws since about October 1971. The Complaint 
further alleges that the Horowitzes sold the securities to 
residents of Florida and other states representing them 

to be accompanied by first mortgages as added security 

for the investments. In connection with the offer and 

sale of these securities, the Complaint alleges that the 
Horowitzes made untrue statements of material facts and 
omitted to state material facts, including but not 

limited to: the financial condition of Equitable; Equitable’s 
ability to pay interest on monies invested; that the 
Mortgages accompanying the promissory notes were not 
always first mortgages; that 20% of the monies invested 

by the public went to commissions of the mortgage 

brokers who sold Equitable’s securities; that Equitable 

could not continue to operate or meet its obligations with- 
out the sale of the aforesaid securities; and other 





representations and statements of similar purport and 
object. 


In a related matter, on June 3, 1975, Equitable petitioned 
the United States District Court in Miami for arrangement 
pursuant to Chapter XI of The Bankruptcy Act. On June 
6, 1975, the Commission filed a Motion to intervene in the 
Chapter X! proceeding seeking the appointment of a 
receiver for Equitable. On June 6, 1975, Bankruptcy 
Judge Paul G. Hyman appointed David R. Hughes as the 
Bankruptcy Receiver for Equitable. 





Litigation Release No. 6935/June 17, 1975 


SEC v. BOWEN AND BOWEN AND ASSOCIATES, INC., 
et al. 
(N.D. GA Civil Action No. C75-1059A) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice of the Securities and Exchange Commission, an- 
nounced that on June 4, 1975, the Commission filed a Com- 
plaint in the United States District Court for the Northern 
District of Georgia, at Atlanta, seeking a temporary re- 
straining order and preliminary and permanent injunctions 
against Bowen and Bowen and Associates, Inc. (“BBA”) and 
Robert B. Bowen, Jr. (“Bowen’’) to prohibit future viola- 
tions of the anti-fraud provisions of the Securities Exchange 
Act of 1934 (“Exchange Act’’) and the Investment Ad- 
visers Act of 1940 (“Advisers Act”), and the books and 
records requirements of the Advisers Act. The complaint 
further seeks the appointment of a receiver for BBA. Bowen 
is alleged to be a director, the chief operating officer, and a 
sole stockholder of BBA. 


The complaint charges that BBA violated, and Bowen aided 
and abetted the violation of Section 204 of the Advisers 
Act and Rule 204-2 thereunder in that BBA failed to make 
certain books and records, preserve correspondence sent 
and received or its written client agreements, and failed to 
keep current and accurate its records. The complaint further 
charges that BBA, aided and abetted by Bowen, violated 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under, in connection with the sale of a client's securities. 

It alleges that the defendants misrepresented that the pro- 
ceeds of such sale would be received in installments over a 
period of months when in fact the defendants had received 
the total proceeds and misrepresented the use thereof. 


The complaint also charges violations of Section 206 of the 
Advisers Act and Rule 206(4)-2 thereunder alleging that 
BBA used false and misleading advertising material, mis- 
appropriated client funds, returned capital and purported 
profits to clients with the funds of other clients, and failed 
to deposit client’s funds in a bank account containing only 
clients’ funds, failed to notify clients of the place and man- 
ner in which their funds were maintained, failed to send 
itemized statements to clients showing their funds in its 
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custody and possession, and failed to verify such funds by 
an examination by an independent public accountant and 
to file a certificate of such accountant with the Commission 
for the calendar year 1974. 


On June 4, 1975, United States District Court Judge 
Richard C. Freeman entered an order against BBA, 
temporarily restraining it from further violations of the 
books and records requirements and anti-fraud provisions 
of the Advisers Act, anti-fraud provisions of the Exchange 
Act, and Commission rules thereunder, and temporarily 
restraining both from disposing of assets and books and 
records of BBA. 


A hearing is scheduled for June 12, 1975 on the Com- 
mission’s motion for a preliminary injunction and applica- 
tion for the appointment of a receiver. 





Litigation Release No. 6936/June 17, 1975 


SEC v. SPORTS INTERNATIONAL, INC., ET AL. 
(N.D. TEX., DALLAS DIV.) 


Robert F. Watson, Administrator of the Fort Worth 


Regional Office of the Securities and Exchange Commission, 


announced that on May 28, 1975, Federal District Judge 
William M. Taylor, Jr., at Dallas, Texas, entered a Judg- 
ment by Default against Sports International, Inc. and 
Harold W. Clark, both of Dallas, and First National Holding 
Corporation, Fort Lauderdale, Florida. 


Judge Taylor also entered orders of permanent injunction 
by consent against Chester A. Hamby, Irving, Texas, on 
May 15, 1975, and against Arnold W. McKinney, Dallas, 
on May 7, 1975. Each of the defendants was enjoined 
from further violations of the registration and anti-fraud 
provisions of the federal securities laws in connection with 
the offer and sale of stock of Sports International, !nc., 

a Dallas based Utah “shell” corporation. 


Both Hamby and McKinney consented to the entry of the 
orders without admitting or denying the allegations in 
the Commission’s Complaint filed on March 27, 1975. 


For further information, see Litigation Release No. 6811. 





Litigation Release No. 6937/June 17, 1975 


SEC v. SSAMERICAN SECURITIES, LTD. 
(United States District Court for the District of Columbia) 


The Securities and Exchange Commission (‘““Commission’”’) 


announced that on June 12, 1975, a complaint was filed 
in the United States District Court for the District of 
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Columbia alleging that Siamerican Securities, Ltd. 
(““Siamerican’’), a Thai and Hong Kong corporation, aided 
and abetted by Charles W. Kirkwood (“Kirkwood”) of 
Arlington, Virginia, violated the broker-dealer registration 
provision, Section 15(a) of the Securities Exchange Act of 
1934 (“Exchange Act’), as well as Section 17(a) of the Sec- 
urities Act of 1933 (‘Securities Act’) and Section 10(b) of 
the Exchange Act and Rule 10b-5 promulgated thereunder, 
in connection with Siamerican’s activities as a broker-dealer 
abroad in the purchase and sale of securities for American 
customers. The complaint seeks judgments of permanent 
injunction against the defendants from further violations of 
Sections 10(b) and 15(a) of the Exchange Act and Section 
17(a) of the Securities Act and certain ancillary relief. 


Simultaneously with the filing of the Commission’s action, 
the defendants consented to the entry of final judgments 
of permanent injunction as prayed for in the Commission's 
complaint, without admitting or denying any of the 
allegations contained therein. In addition, the defendants 
consented to the appointment of a Special Counsel by the 
Court to conduct an accounting of the customer accounts 
at Siamerican, and the creation of a fund into which 
Kirkwood undertakes to pay such amounts as may be due 
those customers who elect to participate in the fund, sub- 
ject to a specified limit, to be distributed to those 
customers. 





Litigation Release No. 6938/June 17, 1975 


SEC v. WESTERN PACIFIC GOLD AND SILVER 
EXCHANGE CORPORATION, ET AL. 
(D. NEVADA Civil Action No. LV-74-188RDF) 


Robert H. Davenport, Regional Administrator of the Denver 
Regional Office of the Securities and Exchange Commission, 
announced that on May 28, 1975, United States District 
Chief Judge Roger D. Foley, entered an order adjudging 
defendant James Ray Houston in civil contempt and com- 
mitting him to the custody of the Attorney General of the 
United States, and by him to be imprisoned until the 
defendant James Ray Houston purges himself of contempt 
by providing the court with an accounting of all funds 
received from investors in connection with the silver 
investment agreements of Western Pacific Gold and Silver 
Exchange Corporation, or until defendant James Ray 
Houston shows good reason why he should not be required 
to provide said accounting. 


For further information see Litigation Release No. 6903. 





Litigation Release No. 6939/June 17, 1975 


UNITED STATES v. TOM R. ROGERS 
(N.D. Tex.) 
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Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commis- 
sion, and Frank D. McCown, United States Attorney for the 
Northern District of Texas, jointly announced today that 

on June 9, 1975, Tom R. Rogers, Dallas, Texas, plead 

quilty in Federal District Court at Dallas to the second 
count of a two-count information charging him with 
criminal contempt of an order entered by the Court on 

June 26, 1972, permanently enjoining Rogers from violating 
the registration and antifraud provisions of the Securities 
Act of 1933 and the broker-dealer registration provisions 

of the Securities Exchange Act of 1934. 


Count Two alleged that Rogers violated the permanent 
injunction by continuing, subsequent to the entry of the 
injunctive order, to offer and sell fractional undivided 
working interests in Texas oil and gas leases issued by 
McQueen Oil & Gas, Inc., Midland, Texas, while not 
registered as a broker-dealer. 


Judge Sarah T. Hughes set sentencing for June 27, 1975. 


For further information, see Litigation Release Nos. 5134, 
5162, 5459, 6705, 6755 and 6838. 





Litigation Release No. 6940/June 17, 1975 


U.S. v. JOHN C. CARRUTHERS 
(USDC, D.C., Criminal No. 397-75) 


Earl J. Silbert, Acting United States Attorney for the 
District of Columbia, and William R. Schief, Administrator 
of the Washington Regional Office of the Securities and 
Exchange Commission, announced that on June 6, 1975, 
before the Honorable George C. Hart, Jr., Chief Judge of 
the United States District Court for the District of 
Columbia, John C. Carruthers of Potomac, Maryland, 
pleaded guilty to a criminal information charging him in 
asingle count with mail fraud in connection with his 
activities while president and chief executive officer of 

The Inserco Corporation, a now-defunct investment adviser 
formerly registered wth the Commission. 


Sentencing has been scheduled for a later date. 


For further information see Litigation Release No. 74-671. 





Litigation Release No. 6941/June 19, 1975 


UNITED STATES v. RUBINSON, ET AL. 
74 Cr. 573 (S.D.N.Y.) 


William D. Moran Administrator of New York Regional 
Office and Paul Curran, attorney for the Southern District 





of New York, announced the following sentences in the case 
of United States v. Rubinson, et al., 74 Cr. 573 (S.D.N.Y.): 


Defendant Action 


Norman Rubinson Sentenced to three years in jail. 


Albert Feiffer Sentenced to a two year suspended 
sentence and placed on probation for 
three years to commence upon expira- 
tion of a previously imposed sentence 
(73 Cr. 421 [S.D.N.Y.] on June 21, 
1973). During the period of the 
defendant's probation, he is prohibited 
from engaging in any type of securities 
transaction. 

William Chester Sentenced to a three year suspended 
sentence and placed on probation for 
three years. During the period of the 
defendant's probation, he is prohibited 
from engaging in any type of securities 
transaction. 

Edgar Reynolds Sentenced to a three year suspended 
sentence and placed on probation for 
three years. During the period of the 
defendant's probation, he is prohibited 
from engaging in any type of securities 
transaction. 

Lawrence Levine Sentenced to an 18 month suspended 
sentence, fined $10,000 and placed on 
probation for two years. 


The defendants were found guilty on March 23, 1975 after a 
nine week jury trial before the Honorable Constance Baker 
Motley. Both Stein and Kaye pled guilty before trial to con- 
spiracy to violate the federal securities laws and his substan- 
tive violations of the federal securities laws. The defendants 
were indicted on June 4, 1974 wherein they were charged 
with the commission of various crimes in connection with 
transactions in the common stock of Stern-Haskell, Inc. 


For further information see Litigation Release Nos. 4768, 
4781 and 6891. 





Litigation Release No. 6942/June 19, 1975 


SEC v. JAYMEE INDUSTRIES, INC.., et al. 
(Civil No. 74-4336, S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, an- 
nounced that the Honorable John M. Cannella, Judge, 
United States District Court, Southern District of New 
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York, issued Final Judgments of Permanent Injunction by 
Consent against defendants Jaymee Industries, Inc. (‘‘Jay- 
mee’’), a New York corporation located in Brooklyn, New 
York, Jack Barnett (‘‘Barnett’’) of Roslyn, New York, form- 
er executive vice-president and director of Jaymee, Martin 
Brustein (“Brustein”) of Great Neck, New York, treasurer 
and a director of Jaymee, Richard Chwatt (““Chwatt’’), of 
Roslyn, New York, president and a director of Jaymee, 

and Barnard Kasper (“Kasper”) of New York City, New 
York, former treasurer and director of Jaymee. The 
defendants, who consented to the entry of the permanent 
injunctions without admitting or denying the allegations 

of the Commission’s Complaint, were enjoined from further 
violations and aiding and abetting violations of Sections 
5(b) and 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934 (“Exchange 
Act’’) and Rule 10b-5 thereunder, and with aiding and 
abetting violations of Section 15(c) (2) of the Exchange 
Act and Rule 15c2-4, in connection with the underwriting 
and public offering of the common stock of Jaymee. 


The Commission’s complaint, filed on October 3, 1974, 
alleged that the defendants failed to disclose in the Jaymee 
prospectus and registration statement filed with the Com- 
mission that Barnett, Brustein, Chwatt and Kasper had each 
furnished $75,000 of personal funds, or a total of $300,000, 
to S. J. Salmon & Co., Inc. (“Salmon”), then a New York 
City broker-dealer and the underwriter for the Jaymee 
public offering, in order that the Jaymee public offering 

be closed by Salmon. The complaint also alleged that the 
defendants failed to disclose in the Jaymee prospectus and 
registration statement that Salmon, an underwriter, had 
failed to deposit in a special bank account monies received 
from the subscribers to the public offering, but had, 
instead, misappropriated at least $300,000 of the sub- 
scription money and converted those funds for its own use 
and benefits. 


For further information see Litigation Release No. 6542, 
October 10, 1974. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 400/June 13, 1975 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (““Act’’) on applica- 
tion of Corning Glass Works that the trusteeship of First 
National City Bank under five indentures is not so likely 
to involve a material conflict of interest as to make it 
necessary to disqualify First National City Bank from 
acting as trustee. 
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TRUST INDENTURE ACT OF 1939 . 
Release No. 401/June 20, 1975 


The Securities and Exchange Commission has issued on order 
under the Trust Indenture Act (“‘Act’’) on application of 
Flexi-Van Corporation that the trusteeship of Bankers Trust 
Company under two indentures of the Trust is not so likely 
to involve a material conflict of interest as to make it 
necessary to qualify Bankers Trust Company from acting as 
trustee. 
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